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Appliance Burner No. L-50. Particularly 
adapted to any long, narrow combustion 
chamber. These units may be assembled 
end-to-end to make a long row of jets, or 
side-by-side to make a bank of burners. 
Will give uniform heat distribution. 


The Name 
BARBER 


is an Emblem ender ew 
of Quality in a Gas Burner 






Barber 324-B round 
Conversion Burner 
with improved con- 
trols, encased in 
streamlined hood. 
Tested and certified 
by AGA Laboratory 


Barber Appliance Burners, in numerous designs, have long been 
standard equipment in hundreds of outstanding gas appliances. Barber 
is thoroughly experienced in the design, testing and manufacture of 
such units, and will accurately adapt the burner (which is the heart 
of the appliance itself) to the specific purpose and the type of gas 
used. For over 30 years the Barber name has represented a high 
standard of excellence in gas burners. 





Also, Barber Automatic Gas Conversion Burners, in round or oblong types for 
all furnaces and boilers, can be relied on for the utmost in performance. Equipped 
with our exclusive air-activated jets, they produce a very high intensity flame, 
applied directly to the combustion chamber. No other burner burns like a Barber. 
For top efficiency and dependable operation, use Barber Burners in the gas appli- 
ances you recommend or sell. 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, Regulators and Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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1 Product of 
BEW | N gine ering 


Ze 


Recirculating Load — 
Dries as It Grinds 


Recirculation of fines within the 
mill gives repeated, quick-drying 
contact with large masses of 
heated air and metal . . . produces 
proper fineness at all loads, even 
with coal as wet as it can get. 
Fines are classified in the mill. 


Bulletin G-57 illustrates and describes 
the design, construction, operating, and 
maintenance features of the Type E 
Pulverizer. Write: The Babock & Wil- 
cox Company, 85 Liberty Street, New 
York 6, New York. 





Uniform Performance 
Regardless 

Of Wear 

Balls and grinding rings wear 
together . . . assure uniform fine- 
ness regardless of attrition of the 


grinding elements . . . fineness 
automatically increases at re- 
duced loads. 
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A big asset 


in Lycos, power generation 


The only accurate measure of pulverizer 
efficiency—and ultimate cost—is a func- 
tion of availability, plus combined mate- 
tials and labor maintenance per ton of 
product over long periods of continuous 


fe ‘Average Availability: 


to ten years, and with aggregate product 
of 25 million tons: 


acorn ne —— 
— RIES eC, 


96.5%, 







¢ Average total mainte- 


‘nance cost per ton: 3.12 cents 


+ operation. B&W recently surveyed a — nn ea 

E representative group of utilities, covering —_It will pay you to remember this outstand- 

: a wide geographical area and broad range ing—and typical—history of dependable, 
of coals. More than 100 B&W Type E low-cost performance when considering 
mills were reported in service from one your next pulverizer installation. 





Blows Clean Air— One-Point Variable Fuel Low Power Outstanding 

Saves Wear and Tear —Air Control Consumption Performance 
wear Unique in pressurized operation, Like the accelerator on your auto- Ball-and-ring grinding, anti- Record 
fine- the Type E Pulverizer requires mobile . . . assures proper coal- friction bearings, pressure Availability and mainte- 
f the remarkably little maintenance of _to-air mixture . . . produces de- lubrication, and automatic nance economy beyond to- 
eness the primary fan, because it blows sired rate of steam generation rejection of ungrindable ma- day's most exacting require- 
t re- only clean air . . . is not subject over a wide range with coal con- terials make possible high ments are proved in over 


to the damaging abrasion of en- 
trained particles. 


ditions suitable for sustained 
high combustion efficiency. 


output with minimum power 
demand. 


1300 Type E Pulverizer in- 
stallations. 


Helping Industry Cut Steam Costs Since 1867 





Jel tael ef 4 


& WILCOX 





G-519T 
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Spree? ray an annual custom, we re- 
produce in this issue selected ex- 
cerpts from the reports and addresses at 
the recent convention of the National 
Association of Railroad and Utilities 
Commissioners at Phoenix, Arizona, 
November 13th to 16th. This appears 
in the department, “What the State 
Commissioners Are Thinking About,” 
which begins on page 896. 


IN some respects this was a rather 
unusual NARUC meeting. For example, 
there was the action taken by the conven- 
tion in “adopting” the tax committee 
report condemning excess profits tax for 
utilities. Ordinarily the NARUC, as a 
body, simply “accepts” committee re- 
ports. But when the objection was raised 
that somebody would have to go before 
Congress to explain the NARUC point 
of view, the convention evidently felt 
that the circumstances warranted the 
extraordinary procedure. For this reason 
we have reported the NARUC tax com- 
mittee recommendations in full text 
(beginning on page 898). 


FEDERAL-STATE regulatory differences 
—the dominant theme of the meeting— 
were aired by a succession of prominent 
state commissioners. They took Federal 
regulatory commissions to task for their 
interference and “encroachment” in the 
fields of electricity, gas, and telephone 
service. The Federal Power Commis- 
sion bore the brunt of the criticism 
for its invasion of state commission 
functions. The retiring president of 
NARUC, supported by the association’s 
solicitor general, denounced F PC for its 
interference in the natural gas distribu- 
tion field. The chairman of the New 
York commission, singling out FPC as 
the chief offender among Federal regula- 
tory agencies, called for a complete re- 
vision of the Federal laws governing 
utility regulation. 


AMONG the most recent attempts to 
revise the legislation under which FPC 
operates is the proposed amendment of 
1950 
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© Harris & Ewing 
ROBERT S. KERR 


the Natural Gas Act, by SENATOR 
Rosert S. Kerr, Democrat of Okla- 
homa. His bill (S 1498) would have 
clarified FPC’s jurisdictional limits, 
notably in exempting production-gather- 
ing of natural gas from threatened FPC 
control. The Kerr Bill was passed by 
both chambers only to be vetoed by the 
President. Other bills, to confirm state 
commission jurisdiction over intrastate 
gas distribution, withered in the same 
blast. 


SENATOR Kerk, in an interview appear- 
ing on page 859, expresses the opinion 
that the amendatory legislation was de- 
feated by “crusading” commentators and 
columnists who brought pressure to bear 
on the President when the bill awaited 
his signature. The Senator suggests that 
these columnists, uninformed on matters 
pertaining to the gas business, succeeded 
in driving a wedge between the consumer 
and the gas industry. He recommends 
that the misinformation be countered. 


As lawyer, drilling contractor, and 
president of Kerr-McGee Oil Industries, 
Inc., SENATOR KERR speaks with first- 
hand knowledge of the gas industry. 
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0, your fnancing gam attuned tothe times? 


@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 


up-to-date approach to the 
financial community—a_ com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 
Capital Funds over $118,000,000 


WittiaM N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 
Total Resources over $1,200,000,000 


Ricuarp H. West, President 


Public Utilities Department 


Tom P, Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











8 PAGES WITH THE EDITORS (Continued) 


Born in Ada (Indian Territory), Okla- 
homa, he attended Oklahoma Baptist 
University and Oklahoma University. He 
was elected governor of his state in 1943 
and United States Senator in 1948. 


* * * x 


Wee much emphasis being placed 
these days on the importance of 
good company-employee relations, we 
have been following the significant ad- 
vances being made in this field. Noting 
an article on utility-labor relations in the 
Journal of the International Brotherhood 
of Electrical Workers-AFL, we asked 
Joun T. KiMBatt, vice president of 
Central Arizona Light & Power Com- 
pany, to tell the story of the achievements 
that led to the IBEW recognition. 


Mr. KiMBALL has been identified with 
the utility industry since his graduation 
from Millsaps College, Jackson, Missis- 
sippi, in 1931. KiMBALL started as a 
residential salesman with Mississippi 
Power & Light Company. In 1945 he 
was loaned to the state to head up 
Mississippi's Agricultural and Industrial 
Board and received commendation for 
his work in that connection. In 1946 he 
joined the Arizona company as manager 
of research and development. Shortly 
after he became assistant to the president, 
and in 1948 was elected vice president. 


* * * * 


. \g~ approach to an old problem of 
regulation is explored in the article 





CHARLES TATHAM, JR. 
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® Chase 


JOHN T. KIMBALL 


by CHARLES TATHAM, JR., which be- 
gins on page 867. As vice president of 
Institutional Utility Service, Inc., an 
organization providing a comprehensive 
investment service, covering the financial 
and operating statistics of our electric 
and gas utilities, Mr. TATHAM is obvi- 
ously well qualified for the type of article 
he has given us. Educated in Switzer- 
land and at Harvard University, in 1928 
he started working for the investment 
counsel firm of Loomis, Sayles & Co. in 
Boston, where he served his apprentice- 
ship in the analysis of public utility 
securities. He subsequently worked for 
the Central Hanover Bank & Trust 
Company as utility analyst. 


WE would like to take this occasion 
to wish all our friends and faithful read- 
ers a Merry Christmas and a prosperous 
and happy New Year. We do so with 
a heartiness tempered only with slight 
tremors of apprehension as to what the 
coming year will bring in the field of 
foreign affairs, domestic economy, and 
politics, and in our own particular field 
of public utility regulation and operation. 


THE next number of this magazine will 
be out January 4th. 


tL, Gittiiin 
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Turning out work 


at '/2 the cost & 


HE modern, compact dictating machine 
had a mighty humble beginning, as you 
can see. 


Years ago, electric current was not available 
in offices, and the equipment had to be pow- 
ered by a set of storage batteries shown in 
the unwieldy chest under the table. 


We don’t have to impress upon you that to- 
day’s electric office equipment has made vast 
strides ... that modern computing devices help 
turn out volumes of work in a fraction of the 
time it formerly took. 


But we do think it will pay you well to be 
fully aware of the advantages of the Bill Fre- 
quency Analyzer illustrated below. 

















Courtesy Bettmann Archives 


More and more utilities are relying on this 
remarkable Analyzer for an accurate picture of 
their customer usage situation. It analyzes as 
many as 200,000 bills in a single day. It does 
the work of a competent office in 14 the time. 
The final cost to the utility, too, is halved. 


Isn’t right now as good a time as any to... 


Send for FREE booklet 


“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Write today. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1951 


Analysis of the possible consequences of new developments in Congress 
and Federal agencies respecting various utility industries during the New 
Year. Francis X. Welch, managing editor of PUBLIC UTILITIES FORT- 
NIGHTLY, who has regularly written the “forecast’’ article at the begin- 
ning of each year, gives us ten new predictions for the year 1951, along 
with reasons why he thinks they will come to pass. 


HOW WILL WE KEEP THE REA CO-OPS DOWN ON THE FARM? 


The problems presented by REA's so-called ‘super co-op’ program are likely 
to come in for a fair share of attention in the 82nd Congress. Representa- 
tive Boyd Tackett, Arkansas Democrat, and long-time friend of REA, has 
written a thoughtful analysis of REA's practice of making large loans to 
nonoperating codperatives for generating and transmission lines to be 
turned over to other Federal agencies on a lease basis. Do such loans repre- 
sent a departure from the original intent of Congress? Or do they promote 
rural electrification at this phase of its development? 


INTERIOR—COUNTRY'S LARGEST “UTILITY HOLDING COMPANY” 


Back in the early days of the first New Deal, a common complaint against 
utility holding companies was that they were too big and exercised too much 
control over the electric industry. Thanks to the Holding Company Act, 
these company combinations have been largely diminished in size and im- 
portance. J. A. Whitlow, former utility company official, now raises the 
interesting question whether a somewhat similar complaint does not lie 
against the single combination which has the largest amount of control 
over the electric power supply in the United States today—the Department 
of the Interior. 


AN EXECUTIVE HEALTH PROGRAM FOR INDUSTRY 


Is it true that industry takes better care of its machinery than it does of its 
highly trained and hard to replace executive officials—from the practical 
standpoint of condition inspection? Here is an account of steps taken by 
utility companies and others to check the “good operating condition’ of 
top management officials. With the remobilization outlook compelling 
utility industries to conserve experienced leadership, this article by John 
P. Callahan, business writer of THE NEW YORK TIMES, should prove 
thoughtful and timely for many company managements. 


* 


Also . « - Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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vp i 


before you buy a new truck 


» MILES PER ENGINE—the number at normal operating speeds—don’t have 
of trouble-free miles you can _ to race themselves to death like lighter- 
.expect from a truck engine is duty, geared-up engines. 


. — to know Check GMC’s many other extra engine 
P y E ; features and you'll see why you get most 

GMC valve-in-head engines are designed Miles Per Engine in a GMC—with less 

and built for truck service—there’s not maintenance and repair. Come in today 

one lightweight “‘converted” part in and let us give you the facts. 

even the smallest GMC engine! GMC Truck & Coach Division 

GMC engines are tough and powerful. 

They have high sustained pulling power of General BBsters. 

























FULL-PRESSURE 
LUBRICATION with 
rifle-drilled con- 
necting rods which 
forces oil to full- 
floating piston pins. 


MOST EFFICIENT 
COOLING SYS- 
TEM with jet- 
directed water 
stream to valve 
areas. 


TOCCO - HARD- 
ENED CRANK- 
SHAFTS — finest || 
known—used in | 
every GMC. 





Your key fo 
greater hauling 
profits 





GENERAL 
MOTORS 
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Cabell CEauke 


“There never was in the world two opinions alike.” 
— MOoNTAIGNE 


E. PENDLETON HERRING 
Professor, department of 
government, Harvard 


University. 


RicHARD DaANteEL WEIGLI 
President, St. John’s College 


Epwin C, JoHNSON 
U. S. Senator from Colorado. 


Epitoxtat STATEMENT 
The (Baltimore) Sun 


Lewis HANEY 
Professor of economics, 
New York University 


RicHArRD L, RosENTHAI 
President, Citizens Utilities 
Company 


Harotp B. MILLer 
Director, information department, 
American Petroleum Institute. 
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“Can one speak of government by consent, when this 


consent is manufactured by official press agents?” 


. 


“T have enough faith in democracy to believe that 
Communism must always come out second best in the 
market place of ideas.” 


Aa 


“This country’s economy can’t stand a tax increase 
now—it just can't be absorbed. Instead we are going to 


have to borrow an idea from the British and have a 
little austerity around here.” 


* 


“The Ohio workingmen were American citizens 
before they were labor men. And as American citizens 
they naturally agreed that labor ought to be under the 
rule of law governing Americans in general.” 


¥ 


“It begins to look as if the collectivists who want to 
run everybody's business, and therefore want nobody to 
run his own business, are thriving on war. They like 
the so-called ‘war economy,’ for it gives them the power 
to allocate, ration, and price-fix which they so much 
desire.” 


Aa 


“Whether the ratepayer knows it or not . tax infla- 
tion is a charge not on the utilities serving him, but 
on the consumer himself. For tax inflation is another 
form of cost inflation, and all forms of cost inflation force 
increases in utility rates, if only to permit the utility to 
keep pace on the treadmill. In no other fashion can 


adequate service to consumers be maintained.’ 


* 


“Government controls and the administration's effort 
to centralize all controls are going to lead us to ruin. 
There can’t be a small amount of control, because once 
started it can’t be stopped. .. . [England is] a perfect 
example of how controls lead to more bureaucracy. Half 
the people in England are working for the government, 
and the other half are trying to support them.” 


12 
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No other doors offer 
all these advantages 








1. Overhead crane rails, extending only an inch or 
two from face of door, can’t interfere with door 
action, All overhead space is available for crane 
and conveyor equipment. 





2. All floor space is fully usable at all times. 


3. No sacrifice of space on narrow loading platforms 
with Kinnear Rolling Doors. They need no room 
inside or outside the building for opening and closing 
action. 

4. Windows can be placed right next to Kinnear Rolling 

never blocked off when doors are 10. A continuous curtain of strong interlocking steel 

slats gives you extra protection against fire, theft, 
intrusion, wind, weather and accidental damage. 


Doors . .. are 
operated. 


5. Supports or superstructure can be placed close to 


sides, front and top of Kinnear Rolling Doors. 11. Kinnear smooth, upward action is ideal for time- 
‘ ti : ; saving motor operation, with convenient remote con- 
6. Light from overhead fixtures is never blocked off by trol. Rugged Kinnear motor operators do the trick. 


Kinnear Rolling Doors. They coil compactly above 
the opening. 12. Kinnear’s interlocking steel slat curtain permits any 
: ; : . number of slats to be individually replaced if acci- 
7. Wind can’t blow Kinnear Doors back and forth, or dentally damaged. Lower maintenance costs! 
damage them. Edges are anchored in steel tracks from 


floor to ceiling! You get many other advantages in Kinnear Rolling Doors. 


They are built any size, with motor or manual operation. 


8. Kinnear Rolling Doors open straight upward, coiling Easily installed in old or new buildings. Write for full 
completely out of the way, safe from damage. information. 
9. The opening is cleared from jamb to jamb and floor Th KINNE R M + ° Se 
pong Ao e AR Manufacturing Co. 
FACTORIES: 


2060-80 Fields Ave. 
Columbus 16, Ohio 


a cs 
1742 Yosemite Ave. 
y San Francisco 24, Calif. 
Offices and Agents 


in All Principal Cities 
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14 REMARKABLE REMARKS—( Continued) 


LAWRENCE R, HaAFSTAD 
Director, Division of Reactor 
Development, U. S. Atomic 

Energy Commission. 


FrRANcIS ADAMS TRUSLOW 
President, New York Curb 
Exchange 


CHARLES SAWYER 
Secretary of Commerce 


Excerpt from “The Guaranty 
Survey,” published by Guaranty 
Trust Company. 


Rosert Woop JoHNSON 
Chairman of the board, 
Johnson & Johnson. 


EpitoriAL STATEMENT 
The Wall Street Journal. 


WINSTON CHURCHILL 
Ex-Prime Minister, 
Great Britain. 
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“There are few subjects about which there has been 
so much talk and so little said as about atomic power.” 


* 


“Between us and peace and freedom are arrayed our 
physical, economic, and ideological enemies—Russia, in- 
flation, and Socialism. It will take great courage, enor- 
mous sacrifice, and consummate wisdom to win through 


to peace and still be free.’ 
* 


“Those who think that the end of this present emer- 
gency will relieve us of concern for the future are victims 
of self-delusion; those who fear that the imposition of 
controls will rob us of our liberties are poor appraisers 
of the quality of liberty, or lack of it, which will be forced 
upon us if we fail in this undertaking of self-discipline.” 


* 


“This war-preparedness program can be managed suc- 
cessfully if the government, with public cooperation, acts 
wisely and firmly. There can be no military strength with- 
out industrial and economic strength at home. Inflation 
on the home front is more than just a gnawing internal 
foe. It is also an aid to the Coramunist effort to stir up 
social unrest.” 


> 


“Freedom in management must be carried down into 
the lower echelons of business and industry until we 
assure the freedom and dignity of the individual worker, 
no matter what his responsibilities. When this is achieved 
we will reach an era of free productivity by free men 
against which Communism, Socialism, or any other ism 
would have no chance to compete.” 


* 


“For the better part of a generation there has been far 
too much talk about ‘security—about wage floors and 
work-week ceilings and pensions and unemployment in- 
surance. All this has implanted a false feeling that some- 
how somebody in Washington was going to take care of 
us. Now there is a threat to our real security. We won't 
lick that by any negative attitude of curtailment. This is 
and get out the goods.” 








a time to emphasize the positive 


> 


“Nationalization of industry is the doom of trade 
unionism. The trade unions are being attacked from both 
sides. The Communists intrigue and infiltrate from the 
bottom and the Socialist government nationalizes and 
takes over the industries from the top. . . . Two-thirds 
of the disputes in the country have been in this national- 
ized area of one-fifth of its total labor force. So disputes 
are ten times as numerous in the Socialist sector of our 
life as they are in the wide area of free enterprise.” 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 





The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 

, Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas aaa 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 


& 
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BOILERS 
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CLERMONT STATION 


THE CINCINNATI GAS & ELECTRIC COMPANY 


The C-E Unit shown here is now in process of fabrication for the 
Clermont Station of The Cincinnati Gas & Electric Company at 
Cincinnati, Onio. 


It is designed to serve a 100,000 kw turbine-generator at a throttle 
pressure of 1450 psi with a primary temperature of 1000 F reheated to 
1000 F. 


The unit is of the radiant type with a reheater section located 
between the primary and secondary superheater surfaces. A finned 
tube economizer is located below the rear superheater section, and 
regenerative type air heaters follow the economizer surface. 


The furnace is fully water cooled, using closely spaced plain tubes. 
It is of the basket-bottom type, discharging to a sluicing ash hopper. 


Pulverized coal firing is employed, using bow! mills and tilting, 
tangential burners. B-447A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N. Y. 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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production -uud with the 


new Remington 


- COND Uy, typewriter! 


























just watch it... 


---+--—-— - - - - ee = 

REMINGTON RAND 

ROOM 2559, 315 FOURTH AVE., NEW YORK 10 

C) Yours for the asking . .. FREE copy of folder RE 8353 
describing the new Electri-conomy. 

C) Yours—FREE Electri-conomy Test in your office—with- 
out obligation of course. 








NAME 
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ciTy. ZONE__ STATE 
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increase 
production... slash typing time! 


Today, when greater individual productivity in the office is so 
important, the PRODUCTION PLUS values of the new Remington Electri- 
conomy Typewriter pay off. Yes, pay off again and again as a 

time, work and money saver for offices throughout the country. Vital 
records, accurate statistics, multiple reports, distinctive 
correspondence —these and many others are prepared swiftly ... and 
with electric ease on the Remington Electri-conomy. Mail coupon 

for free folder telling the amazing economy story. 


e ’ 
Memington. MP kearadd vie cinst name in typewriters 
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SENSATHERM 





‘MERC OID 
CONTROLS 





| 


ou can always count on 
their fine engineering 
to give very dependable 
service for a long time. 
They are built to last. 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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Millions for Defense! 


| 
Millions of dollars in the past and present ... 
Millions more in prospect as the only tribute | 
we'll ever pay to protect our way of life, or the 
country we live in. Millions of dollars for ships, 
tanks, food, guns, and planes .. . for the stagger- 
ing amounts of heat, light, and power that it 
takes to produce them. 


a - * 











7 WHY so many utilities across the country today are 

doing all they can to accelerate their expansion programs 
are suddenly faced with the problem of financing the 

tremendous outlays required for “overnight” expansion. 


If this is a problem your company has to face, perhaps we 
can help. 

Because over the years we have managed to help any number 
of utilities in similar situations — will be glad to discuss yours 
with you at any time. 


We make no charge for this service, of course, will be happy 
to help you work out the most sensible program for raising 
the funds you need. 


Of course, if it should come to marketing your securities, we 
think you can use our facilities to good advantage. 


We have 100 offices in 97 cities from coast-to-coast, a knowledge 
of markets backed by years of experience, and a sales staff more 
than 900 strong to help control the distribution of your securities 
. . . to spread or to concentrate their ownership pretty much 
as you see fit. 


If you'd like to discuss your situation with us, in confidence of 
course, just write Department 98 — 





Underwriting Division 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


70 PINE STREET NEW YORK 5, N. Y. 
Offices in 97 Cities 
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The modern Foster Wheeler Steam Generator, heart of many of 
the most efficient central station and industrial power plants in 
America and elsewhere, reflects the engineering and production 
ingenuity of an organization long recognized as a pioneer and 
innovator in the field of steam generation. 


The story of Foster Wheeler achievement is best revealed by the 
following milestones of engineering progress: 























1898—Aero pulverizers firing various fuels 
applied successfully on a commercial scale. 


1902 —Superheated steam introduced 
commercially in the United States. 


1904 — Convection superheaters  standard- 
ized with cast iron, extended surface rings applied 
to steel tubes. Bare tubes later used with improved 
design technique and improved metal selection. 


1912 — Air preheaters of tubular type built and 
operated. Plate type heaters followed a few years 
later. 


1917 — Water tube boilers designed for pro. 


duction on a large scale—both oil and coal fired. 


1919 —Economizers of high pressure, extended 
surface, unit type introduced. 


1919 — Radiant superheaters developed after 
long research and experimentation. 


EXPERIENCE... 
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1924 — Water walls and water backs applied 


to many types of furnaces burning various fuels. 


1934 —Pulverized anthracite burned in 
direct-fired system eliminating need for pulver- 
ized fuel storage. 


1935 — Radiant reheaters and radiant 
superheaters installed in one of the first 
large high pressure reheat units in the country. 


1936 — Twin furnace steam generators 
of the separately-fired superheater type (shown 
upper right) developed to give steam tempera- 
ture control over load ranges up to 10 to I. 


1945 —Dual circulation steam genera- 
tor introduced for operation in high pressure 
plants requiring up to 100 per cent make-up. 
The Dual Circulation principle achieves low 
total solids carry-over, especially silica, with 
minimum blowdown losses. 

1946 —First large steam generator 
installed in central station to operate over a 
wide load range at 1000 F final steam 
temperature. .. 


1947 — Larges}jtoam generator employ- 


49 ing direct Fifed pulverized anthracite system 
installed iq céntral station. Each of four units 


rated at 400,000 Ib of steam per hr, 1350 psi 
and 955 F } 


‘ 
FOSTER W FELER CORPORATION 
165 BROAG 1 NEW YORK 6. WN. Y. 
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brochures in full color. 


22 THAMES ST., NEW YORK 6 —-Established 1928 


PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 
services to the industry range from highly technical 


legal documents to beautifully illustrated descriptive 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and INDENTURES 
highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ine 





REGISTRATION 
STATEMENTS 


PROSPECTUSES 


ANNUAL REPORTS 


71 CLINTON ST., NEWARK, NJ. 














TRANSIENT PERFORMANCE of 
ELECTRIC POWER SYSTEMS 


Phenomena In Lumped Networks 








By REINHOLD RUDENBERG 
Gordon McKay, Professor of Electrical Engineering, Harvard University 
832 pages, 6x9, scores of formulas, and illustrations, $12.00 


This is an enlarged edition of a classic in the field. Designed 
as a survey of the entire field of transients in lumped power 
circuits, it discusses their physics rather than their mathematics. 
Material on electric machinery, apparatus and instruments, 
transmission and distribution and transients proper, is arranged 
so that it progresses from the more simple to the more difficult 
applications. Many numerical examples, taken from actual 
practice, are included, with numerous oscillograms and measure- 
ments further bridging the gap between the theory and the 
practice of the transients. 

The book covers simple electric circuits, magnetically linked 
circuits, inertia effects of rotating masses, the influence of the 
earth and the performance of circuits on non-linear character- 
istics. It details variable resistance, interruption by electric arcs, 
magnetic saturation in circuits at rest, and saturated rotating 
machinery. 
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Your hauling costs will come down to 
earth with a Dodge ‘“Job-Rated”’ truck. 


You'll get solid savings all around, because 
a ‘‘Job-Rated”’ truck is engineered right, 
built right, for the job you have to do. 


Your “‘-Job-Rated”’ engine is mighty careful 
with gas and oil while it provides all the 
power you'll ever need—and then some. 
Chassis units, from power plant to rear 


axle, are ‘‘Job-Rated”’ for rugged service and 
long life. Dependable Dodge trucks stand 





up, keep rolling and cost less to operate. 
Because they fit the job, Dodge trucks get 
more work done. They’re ‘‘Job-Rated’’ for 
easy handling and ready maneuverability 
through traffic or over rough roads. 
They’re ‘‘Job-Rated’” for comfort and 
safety, as well. 

If you’re about to “‘blow a fuse”’ over high 
hauling costs, find out what you can save 
with an economical, priced-right Dodge 
** Job-Rated”’ truck. See your Dodge dealer 
for a good deal. 


on 
+ 


trucks 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


® * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Here’s an 
appraisal 
service in one 
convenient 


package: 


fits can buy an appraisal 
service that’s designed 


to meet your individual needs. 


It covers both “rate-base’”’ 


and “property’’ appraisals. It 
é ‘ 7 , 

is available fn one convenient, 
economical package, either 
complete or including only 
those phases that- you 


require... 





Exasco appraisal specialists 

include experienced engineers, accountants, 
financial, rate and other experts 

..they are available for your appraisal. 
Write for a booklet describing 

EBASCO services and facilities. 


Appraisal . Budget . 


XUM 


Business Studies + Consulting Engineering * Design & Construction . 
taspection & Expediting . insurance & Pensions . Purchasing « Rates & Pricing . Research . Sales & Marketing « Systems & Methods . 


Making the property inventory 
or reviewing your own study; 
pricing on original, historical or 
current cost basis; determining 
depreciation with correspond- 
ing annual accruals and reserve 
requirements. © 


Making studies of intangible 
values; business value based on 
operating costs, earnings and 
market values; trends in prices 
and economics. 

Allocation of properties, oper- 
ating costs and revenues for 
departmental and inter- 
company purposes. 
Presentation of testimony be- 
fore regulatory and judicial 
bodies. 

Assisting in mergers, consolida- 
tions, condemnation and sever- 
ance damage matters. 


EBASCO 


SER'VICES 
INCORPORATED 


: aS - 
TWO RECTOR STREET hye ey, 


NEW YORK 6, ey 4 Nea, * Ds 


y *tsg consut* 
Financial . Industrial Relations » 
Taxes « Traffic 


mare tate ON | 
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The IBM Card Bill shown above is Nomore tedious hand sorting and adding 
a new development which brings youthe of stubs; no more costly errors; no time- 
efficiency and economy of completely and money-wasting delays from manual 
mechanized billing. Now the entire pro- handling and figuring. 
cedure of computing and preparing both You'll want to know more about the 
regular and irregular bills and recording savings this development can effect for 
payments is accomplished on automatic, you. An IBM representative will gladly 
high-speed IBM machines. provide you with complete details. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, New York 




















FOR YOUR 


UDGE 
OLLA 


...Because CLEVELANDS last longer, as 
proved by the high percentage of early 
CLEVELANDS still in daily use. Because 
records show CLEVELANDS are thrifty on 
operating costs, outstandingly low on main- 
tenance expense. And because CLEVELANDS 
cut your total machine investment. 


When you standardize on CLEVELANDS you 
do more work with fewer machines. Built-in 
higher cutting capacity hangs up yardage 
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records no matter what you're digging. Each 
CLEVELAND model is engineered to fit more 
different kinds of jobs. CLEVELANDS load 
quickly on truck or trailer for fast jumps 
between jobs. And CLEVELANDS extra- 
rugged design and construction keep them 
out of the repair shop, keep them on the 
job the year ‘round. Investigate today. Call 
your distributor or write direct. 


S@& THE CLEVELAND TRENCHER CO. 


“S="® 20100 ST. CLAIRAVENUE © CLEVELAND I7, OHIO 
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buy 


Christmas Seals! 


Because of the impor- 
tance cthinwecches PUBLIC UTILITIES FORTNIGHTLY 
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After 24 years’ service, another Exide, the new... 


EXIDE-MANCHEX BATTERY 





In 1925, a utility in southeastern Wisconsin installed 
a 60-cell EMG-7 Exide Battery. Before being replaced 
in 1949 by the new Exide-Manchex, it had given 
nearly a quarter-century of continuous service. 


The new Exide-Manchex Battery operates a number 
of 34.5 KV oil circuit breakers and provides emer- 
gency lighting in the attended substation. Indicating 
lamps are on each circuit. 


For positive operation of switchgear, plus an adequate 
and uninterrupted supply of current for all your 
stationary battery requirements, use Exide-Manchex 
Batteries. They assure you dependable performance, 
long battery life and low-cost maintenance. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


New installation of 60-cell 
DME-13 Exide- Manchex 
Battery which replaced 
older Exide batteries, 
which served a substation 
in southeastern Wisconsin 
for 24 years. 


You get all these in 
EXIDE-MANCHEX BATTERIES 


The exclusive, long-life 
manchester positive plate. 

Siotted plastic separators, 
impervious to chemical 
and electrical reaction. 

Plastic spacers for plate 
alignment. 

Latest development in molded 
glass jars. 

Heavy terminal posts with 
copper inserts for extra 
conductivity. 


“Exide” and ““Manchex” 
Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 62 YEARS...1950 
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KEY MEMBER IN THE POWER TEAM 





Nor many years ago, corrosion in boil- 





ers, piping, and other steam and water 
handling equipment was looked upon as 
normal .. . Then came the Elliott deaer- 
ator, designed to remove the corrosion- 
causing dissolved oxygen in the feedwater 


—and vastly lengthening equipment life. 


Deaerating feedwater heaters are only one of 


an impressive list of Elliott equipment for power : . ; : ° , 
and process needs. The list includes generators, Today , deaeration is universally ac 
motors (large and small), turbine-generators, cepted in steam power plants and Elliott 
mechanical drive turbines, centrifugal blowers, ‘ 

condensers, steam jet ejectors, as well as deaerating heaters — still far ahead in 
smaller but vitally important units such as 

strainers, tube cleaners, and other steam plant design — are everywhere defeating life- 
accessories. Details and bulletins on any of this ¢ 

equipment are available at request. shortening corrosion 





fc 


ELLIOTT COMPANY, Deaerator and Heater Dept., Jeannette, P. 


Plants at: JEANNETTE, PA. * RIDGWAY, PA. 
AMPERE,N.J. * SPRINGFIELD, O. *° NEWARK,N. J. 








DISTRICT OFFICES IN PRINCIPAL CITIES 7 i 


YOU’RE A STEP AHEAD WITH 
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1 Pipe poy Contractors Association will hold annual convention, Houston, Tex., Jan. 


9, 10, 























imerican Institute of Fectvicss Engineers 
conference, Washington, D. C., Jan. 10—12, 19 


will hold high frequency measurements 
51. 























{ American Water Works Association, New York Section, will hold luncheon meeting, 
New York, N. Y., Jan. 16, 1951. 

§ New England Gas Association, Operating Division, will hold meeting, Boston, 
Mass., Jan. 17, 1951. 

§ Merry Christmas, 1950! 

§ American Transit Association, Region V I, will hold management, small operations, and 
maintenance meetings, Fort Worth, Tex., Jan. 17—19, 1951. 

§ Edison Electric pegtene, Industrial Relations Committee, will hold meeting, Detroit, 
Mich., Jan. 18, 19 

« 

a 


American Institute of Electrical Engineers will hold winter general meeting, Wash- 
ington, D. C., Jan. 22—26, 1951. 





American Society of Heating and Ventilating Engineers will hold annual meeting and 
exposition, Philadelphia, Pa., Jan. 22—26, 1951. 





=4 


Southern Gas Association, Employee Relations Section, will hold meeting, Mobile, Ala., 


Jan. 26, 1951 








4 


Pennsylvania Electric Association, 


Transmission and Distribution Committee, will hold 
meeting, Pittsburgh, Pa., Feb. 2.2, 195 





e 


JANUARY 2 





| Happy New Year, 1951! € 





T* 


American Society of Civil Engineers will hold spring convention, Houston, 
19, 20, 1951 


Tex., Feb. 
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American Gas Association begins home service workshop, Washington, D. C., 1951. 
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DECEMBER 21, 1950 


Public Relations Begin with 
The Housewife 


A United States Senator, who has a rich background of per- 

sonal as well as legislative experience with gas industry affairs, 

gives some sage advice on the need for cultivating the good will 

and understanding of the American housewife. It is based on 

the homely philosophy that when an American woman is edu- 
cated, a family is educated. 


An interview with 
THE HonoraBLtE ROBERT S. KERR* 
U. S. SENATOR FROM OKLAHOMA 


T is high time “something be added” 
I to the gas industry’s advertising 

and public relations efforts if it 
really wants to win widespread sup- 
port for legislation designed to pro- 
tect the interests of consumers and the 
industry alike, according to Senator 
Robert S. Kerr (Democrat, Okla- 





*For personal note, see “Pages with the 
Editors.” 


859 


homa). He is a prominent figure in gas 
and petroleum circles and author of 
the maligned and vetoed Kerr natural 
gas bill to reaffirm the exemption of 
independent producers and gatherers 
of natural gas from regulatory juris- 
diction of the Federal Power Com- 
mission. 

In an exclusive interview with a 
member of the ForTNIGHTLY’s staff, 
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Senator Kerr ventured the opinion 
that his bill would have passed both 
houses of Congress by larger majori- 
ties and would have been signed by the 
President had the American housewife 
been better informed of the benefits 
she would have received from the bill. 
Every woman with a gas range or gas 
furnace or both knows fully the con- 
venience and economy of the “wonder 
flame.” But, perhaps, not one in a mil- 
lion of them really knows just how 
that flame reaches her home, or why it 
costs so little today, he added. 
“And,” he continued, “this is where 
the gas industry finds itself confronted 
with the task of adding something to 
its messages to the American home- 
maker. The gas industry must tell the 
whole story back of that little blue 
flame—the story must be told about 
the wildcatting and producing, through 
gathering, compression, transcontinen- 
tal pipelines, local distribution sys- 
tems, right to the homemaker’s house.” 


“| me to a reference work on 
his desk, the Oklahoman said he 
would quote a famous North Carolina 
educator, the late Dr. Charles B. Mc- 
Iver, president of the Woman’s Col- 
lege of Greensboro, who, upon the 
merger of the Woman’s College with 
the university system of the Tar Heel 
state, declared: “When you educate a 
man, you educate an individual; when 
you educate a woman, you educate a 
family.” 

Dr. Mclver’s remark is applicable 
to the problems of the gas industry 
today, Senator Kerr said, adding that 
the American housewife needs no fur- 
ther enlightenment on the convenience 
—the absolute necessity—of gas in a 
well-ordered home. 


“But,” he continued, “she has never 
been given a clear conception of the 
economic facts of life of the gas indus- 
try, its immensity, and the scope of its 
problems; the contributions it makes, 
through taxation, to the educational 
facilities of her city, and to the edu- 
cational facilities of the hundreds on 
hundreds of counties traversed by the 
thousands of miles of pipeline that 
crisscross the nation. 

“Tt goes without saying, of course, 
that the American housewife and 
mother is, within the economic setting 
of her own household, the most in- 
telligent business manager we have in 
our American way of life. She per- 
forms daily miracles of economic re- 
sourcefulness, in winning her ‘battle 
of the budget’ with the hostile forces 
of inflation. She is ever alert to new 
developments in her field of domestic 
economy. She reads the daily press. 
She listens to the radio commentators. 
She participates in public forums and 
discussions in education, science, poli- 
tics, and other modern-day subjects. 
In the vernacular, she really ‘knows 
what it’s all about.’ ” 

Therefore, Senator Kerr contends, 
intelligent advertising — directed to 
the women of the nation — relating 
the problems of the gas industry, will 
get careful attention, attention from 
a group eager to learn. And, he said, 
as the women of America learn some 
of the problems of the gas industry 
and its benefits to the nation beyond 
the horizon of the kitchen and the 
depth of the furnace room, whole 
families will learn! 


HEN, and if, these facts of the 
gas industry are skillfully laid 
before the American housewife, the 
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PUBLIC RELATIONS BEGIN WITH THE HOUSEWIFE 


gas industry will realize that Dr. Mc- 
Iver was 100 per cent correct, Senator 
Kerr declared. He then turned to the 
experience of another great public 
utility — the railroad systems of the 
country. 


| Rapeansenge ti Senator Kerr pointed 
out that the 80th Congress passed 
the Reed-Bulwinkle Bill, exempting 
the rail carriers from certain provi- 
sions of the Sherman Antitrust Act, 
over a presidential veto. This came 
about, he said, because for more than 
twenty years the railroads had carried 
on a well-planned educational cam- 
paign to acquaint the public, including 
the housewife, with some of the prob- 
lems of railroading, and what the 
railroads contributed to the economy 
of the nation. 

“Consequently,” the Oklahoman 
continued, “opponents of the Reed- 
Bulwinkle Bill could only yap and 
yammer about ‘trusts’ and ‘monopo- 
lies,’ the standard bugaboos of self- 
appointed crusaders in the ‘public in- 
terest.’ However, these demagogic 
cries were ineffectual. The American 
public, including the housewives, knew 
the problems and were so friendly to 
the railroads that Congress promptly 
overrode the veto. 

“For years, the railroads had told 
and retold their problems. Through 
worth-while media they carried their 
message to the people, into the homes 
across the land. Simply, but graphical- 
ly, they hammered home the division 
of the railroad dollar—so much for 
Federal taxes, so much for payrolls, so 
much for school taxes, this much for 


upkeep, that much for new equipment 
—with only a very small fraction for 
profit.” 

This is indicative of the kind of mes- 
sage the gas industry must convey, 
Kerr declared. He said he certainly 
appreciated the importance of the mes- 
sage of the “wonder flame,” but that 
he would add something to that mes- 
sage—an effective telling of the story 
back of that flame, and how the gas 
industry’s tax dollars are helping to 
support the schools and other public 
institutions. 


“Pyeegge ney Senator Kerr pointed 
out that when his gas bill was 
before the Congress and finally on the 
President’s desk, radio commentators 
and columnists had a field day “cru- 
sading”’ in the “interests” of the peo- 
ple as opposed to the “special inter- 
ests” of the gas industry. 

“Not one of these ‘crusaders’ knew 
one thing about gas. Not one of them 
had ever produced a cubic foot of gas 
other than that generated before their 
own microphones,” the Senator de- 
clared. 

He added, a bit ruefully, “When the 
American housewife knows the truth, 
she will be immune to such false 
propaganda.” 

In conclusion, Senator Kerr asserted 
that had the industry operated on the 
basis of Dr. McIver’s philosophy, and 
taken a leaf from the notebook of the 
railroads, the “crusade” against the 
Kerr Bill, and against the gas industry 
itself, would have fallen flat, and 
the bill would be on the statute books 
today. 





861 


DEC. 21, 1950 








a- 








Employee Cooperation 
Versus the Rule Book 


A review of practical steps taken by one utility 
company in the Southwest to cement relations with 
its employees and their chosen bargaining union. 


By JOHN T. KIMBALL* 
VICE PRESIDENT, CENTRAL ARIZONA LIGHT & 
POWER COMPANY 


, ‘HE June, 1950, issue of The 
Electrical Workers’ Journal, offi- 
cial publication of the Interna- 

tional Brotherhood of Electrical 

Workers, had as its lead article “‘Ca- 

lapco and Union: A Story of Codp- 

eration.” As a prelude to the story, the 

Journal said, “The Central Arizona 

Light & Power Company, known to 

residents of the state as ‘Calapco,’ has 

adopted an enlightened labor relations 
policy that is discussed at length in the 

following pages (28 pages of copy, 65 

pictures, and 13 illustrations). It is an 

important story of labor-management 
cooperation that deserves the attention 
of all members of IBEW.” Thus, for 





*For additional personal note, see “Pages 
with the Editors.” 


the first time in its history, the Journal 
singled out a particular company for 
special brotherhood recognition. 

Since that story appeared in the 
Journal, Calapco has received many 
requests to reveal its secret of man- 
agement-labor relations. Actually, we 
have no magic formula for good labor 
relations. A lot of little things go into 
bringing about a relationship of mu- 
tual confidence and respect between 
the employees of a company and those 
who have responsibilities as managers 
or supervisors. So, if our employee re- 
lations are good it is because we recog- 
nize that fundamental fact and do not 
try to live by a rule book. 

For this reason, Calapco employees 
go about their business, guided by only 
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a few, well-chosen guideposts that help 
us to understand the rights and privi- 
leges of other employees and which, 
incidentally, apply to us, too. 


ALAPCO has a union agreement. In 
fact, it has two of them. But even 
these agreements are simple and flexi- 
ble. We, the unions and the company, 
do not try to cover all possible situa- 
tions. That would be manifestly im- 
possible. We just touch on the most 
important matters, leaving the rest to 
be handled in frequent get-togethers. 
Such “huddles” are almost always in- 
formal. Brotherhood members and all 
other employees know that such “hud- 
dles” carry a high priority. At Calapco 
everything is subject to discussion. 
And, at Calapco we sincerely and ear- 
nestly try to make the following prac- 
tical applications of the Golden Rule: 


(1) Treat others the way you want 
them to treat you; and 

(2) let the employees know what’s 
going on in the business in which they 
are investing their most precious pos- 
session, their time. 


Calapco provides its employees with 
life and hospitalization insurance, re- 
tirement benefits (including a profit- 
sharing plan), paid vacations and sick 
leave, training programs, recreational 
facilities, and lots of other benefits. In 
addition, at Calapco we have a variety 
of employee recreational activities such 
as, square dancing, bowling, and rod 
and gun clubs, softball, annual picnic, 
and other such activities which empha- 
size to employees that they are appre- 
ciated by the company and which help 
to remove the feeling of a difference 
between the employee and a manager, 
which is very necessary for the proper 
type of spirit in an organization. 
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Now, such “plus” advantages, while 
very important, do not of themselves 
insure that the employee will give en- 
thusiasm, loyalty, and efficiency to his 
everyday work effort. Those are quali- 
ties that cannot be bought; they must 
be earned. 


pee management believes that 
it can gain enthusiastic, loyal, effi- 
cient employees if management treats 
them the way it would want them to 
treat management. A supervisor hon- 
estly has to want his employees to like 
him, to get complete confidence and 
respect from his employees. That 
means not only being able to put him- 
self in the other person’s shoes, but 
actually doing so. Some industrial re- 
lations experts will snort that this 
down-to-earth version of the Golden 
Rule admonition sounds fine, but that 
it will not work. They may say that it is 
too idealistic for this realistic world 
of ours. Perhaps so. All we know is 
that we’re practicing it at Calapco— 
and it does work. 

The oldest employee of Calapco will 
bear witness that this was the policy 
when he first came to work. Present- 
day employees are proud to agree that 
such is still the way things are done by 
practically everyone, from top man- 
agement to the mail boy. We say prac- 
tically, because there must be an ex- 
ception here and there. Where such 
exceptions exist, we help such super- 
visors to understand that a good super- 
visor is one who has followers, or em- 
ployees, working for him, who believe 
in and will go to bat for him, and, 
further, that the company can only af- 
ford the good ones. 

New employees are invariably im- 
pressed with the respect that company 
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Utility Unions See Management Viewpoints 


9 pares labor trend away from antiutility attitudes has been 
especially noted in recent weeks: (1) The appearance in the No- 
vember, 1950, issue of READER’s Dicest of a signed article by Joseph 
A. Fisher, national president of the CIO Utility Workers Union, vig- 
orously opposing Federal participation in power distribution. (2) At 
its annual convention in Miami, Florida, in October, 1950, the AFL 
International Brotherhood of Electrical Workers enthusiastically ap- 
plauded speeches by J. Wesley McAfee, president of Union Electric 
Company of Missouri, and McGregor Smith, president, Florida Power 
& Light Company. The IBEW president, Daniel W. Tracy, restated 
the union’s policy position on private vERSuS public ownership of elec- 
tric utilities which criticized the “increase in the area of government 
and quasi government ownership operation in utilities.” 





officers and supervisors have for the 
dignity of the individual. Considerable 
credit for this is undoubtedly due to 
the fact that five years ago, more than 
two-thirds of our “Brass Hat Club” 
were working with the company in 
nonsupervisory capacities. They have 
not forgotten the value of being 
treated as individuals, rather than pay- 
roll numbers. 

From their first interview with the 
personnel department, new employees 
are given a feeling of importance—of 
being a vital part of the company’s 
operations. Management perpetuates 
this sense of belonging by seeking the 
opinions of employees, giving them 
consideration, and by taking a genuine 


interest in all of their problems. 


W: make a special effort to dis- 
pense with arm-chair generals in 
Calapco’s supervisory group. We feel 
that one of the best ways to maintain 
good employee relations is to maintain 
personal contact with the employees. 
Consequently, even our key officers 
spend a great percentage of their time 
getting better acquainted with the em- 
ployees. 

It is not only the human thing to do, 
but it is also natural for a good super- 
visor to take a personal interest in the 
lives of his employees. If he has the 
respect and confidence of his employees 
to the extent that they come to him 
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when they’re upset about their jobs or 
their home life, he has achieved suc- 
cess as a supervisor. And the chances 
are excellent that such a supervisor 
will not have many serious labor rela- 
tions problems within his group. 

Again, Calapco believes that a well- 
informed employee group is the best 
employee relations insurance a com- 
pany can have. Employees who are 
given the why’s and wherefore’s of 
their company’s operations and prob- 
lems will have more confidence in com- 
pany management and what it is try- 
ing to accomplish. Employees who are 
kept in the dark tend to interpret com- 
pany actions in their own ways. Such 
ways are fertile breeding grounds for 
misunderstandings, rumors, and re- 
sentments. 

These are the reasons why Calapco 
always makes it a point to let the em- 
ployees know what’s going on in the 
business. 

As already noted Calapco’s em- 
ployee information program goes to 
work on the day the employee is hired. 
The personnel director welcomes him 
into the Calapco family, gives him a 
bit of company background, and ex- 
plains what makes Calapco tick. 

This personnel chat is re-emphasized 
in the form of a cartoon style orienta- 
tion booklet, “Your Key to Calapco.” 

Spark and Flame, the company’s 
monthly publication, then takes over 
the job of keeping employees abreast 
of company operations and policies. 


A TWO-WAY channel of communica- 
tion between labor and manage- 
ment is the function of the company’s 
monthly supervisory conference pro- 
gram. Every supervisor, including top 
management, is required to spend two 


hours each month in these conferences 
which cover subjects of vital interest 
and importance to the company’s op- 
erations. All supervisory conference 
topics are selected by the supervisors 
themselves. 

Every six weeks the supervisory 
group has a dinner meeting and busi- 
ness session. At these, the president 
and other operating officers report to 
the supervisors on what has been going 
on since the previous meeting, and 
what’s in store for the future. The 
members of the executive board of the 
local union of the IBEW at Calapco 
attend and participate in these meet- 
ings. 

Each six weeks a dinner meeting is 
held between the executive board of 
the local union of the IBEW and top 
company management where any and 
all matters may be presented by any- 
one for discussion. In these meetings 
there is neither rank nor “misters.” 
Most problems of consequence are 
solved in these get-togethers. 


) poner the year the company holds 
meetings where employees and 
their families hear reports on com- 
pany operations. After a short busi- 
ness session, the rest of the evening is 
given to entertainment, dancing, or 
just visiting. 

Direct mail is also used extensively 
to keep employees up to date. No set 
schedule for such mailings is main- 
tained. Rather, letters and pamphlets 
are sent out as the occasion arises. 
Within the past year, however, the 
company has been averaging one piece 
of direct mail a month on the subject 
of the American Way of Life. 

Bulletin boards, posters, and dis- 
plays also play a part in letting the em- 
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ployees know what’s going on in 
Calapco. 

But here again it has been found 
that nothing is as effective as per- 
sonal contact. Supervisors are charged 
with the responsibility of passing along 
to their employees the things they learn 
in conferences and meetings. 

An outstanding example of per- 
sonal contact in labor relations took 
place in Phoenix on December 10 and 
11, 1949. That was the date of the first 
annual joint conference of Arizona 
utility companies and IBEW utility 
local unions. More than 150 repre- 
sentatives of local IBEW brother- 
hoods met with about the same num- 
ber of supervisory employees of Ari- 
zona’s five leading private utility com- 
panies, including the top management 
of these companies. 


ys welcoming the delegates, Gover- 
nor Dan E. Garvey of Arizona 
said, “So far as I know, this is the first 
instance of a general statewide assem- 
bly of the representatives of capital 
and labor, working in complete har- 
mony for the good common goal and 
for a common cause. 

“Its objective is the most positive 
insurance we can ever find against the 
inroads of Socialism, Communism, or 
any other ‘ism.’ It is the most positive 
guaranty for the continuance of our 
democratic system.” 

The history of this meeting goes 
back to March, 1948, at the annual 
meeting in Dallas, Texas, of District 5 
of the National Electrical Contractors 
Association and District 7, Interna- 
tional Brotherhood of Electrical 


Workers. Labor and management rep- 
resentatives of Arizona utility compa- 
nies in attendance asked, “Why can’t 
private utilities and their local unions 
join together in a similar conference?” 

Months of discussions, planning, 
obtaining nationally known speakers, 
the committee leg work, and the con- 
ference was born. 


i committee’s spirit of working 
together was carried to the floor 
of the conference where all delegates 
voiced their determination to join to- 
gether to reach their common goals 
within the industry; to join together 
as a bulwark against all threats to 
America, its rights of free enterprise 
and free labor. 

J. Scott Milne, international secre- 
tary of the IBEW, said, “This con- 
ference did a great deal to promote 
harmonious union-management rela- 
tions in Arizona. It is to be hoped that 
such conferences will spread far and 
wide, bringing better relations and a 
better way of life to us all.” 

The final details are being ironed 
out at this writing for the second an- 
nual conference to be held in Phoenix 
on December 9th and 10th. 

Yes, we at Calapco find that both 
management and employees accom- 
plish a lot more and are better satis- 
fied when they sit down and have a 
frank discussion of all their aims and 
problems. 

We get along better because these 
discussions aren’t hamstrung by a lot 
of ironclad do’s and don’ts. We get 
along better because we don’t live by 
a rule book. 
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A New Look at Rate 
Of Return 


Despite a wealth of decisions and literature on the subject, 

the question of what constitutes a proper rate of return for 

public utilities is still both debatable and controversial. Here 

ts a suggestion for a new approach to one of the oldest problems 
of regulation. 


By CHARLES TATHAM, JR.* 


writer to think that he can con- 

tribute anything new to the mas- 
sive accumulation of argument and 
discussion on the topic of utility rate 
of return. The subject has been 
approached from almost every angle 
and so thoroughly hashed over that it 
would seem that no factor having a 
bearing thereon could have been 
possibly missed. 

Nevertheless, there appears to be 
one angle that has been strangely 
ignored, or at least not explored nearly 
as thoroughly as its importance would 
seem to justify. This is, very simply, 
what is the rate of return that is so- 
cially and economically desirable from 
the viewpoint of both the individual 
investor and the community consid- 
ered as a social and economic unit? 

Theoretically, of course, regulation 


T is perhaps presumptuous for the 





*For personal note, see “Pages with the 
Editors.” 
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tries to provide an answer that is con- 
sonant with this question. The prac- 
tical steps taken, moreover, such as 
cost of money studies, also try to 
measure those factors which reflect or 
indicate the desirable return. 

To a nonexpert on the subject, how- 
ever, all of the approaches seem to be 
on what might be termed the sec- 
ondary level; the primal or basic 
reason for any return seems not to 
have been kept in clear focus and this 
defection has precluded any definite 
determination of the correct return. 


o & say that the return represents 
the wages of capital is still some 
distance away from fundamentals. 
What is capital and why should it re- 
ceive “wages,” and what should the 
“wages” be? To put it simply, we 
might say that capital is that part of 
the material compensation for labor 
that is not currently consumed in liv- 
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ing expenses. In common experience 
it is represented by dollars of savings. 
The aggregate dollars of savings of 
individuals, invested in material evi- 
dences of wealth, constitute the aggre- 
gate of capital that largely determines 
the standard of living of the com- 
munity. 


we motivates individual sav- 
ings? Briefly, we would argue 
that the essential purpose is to 
accumulate sufficient capital so that at 
the end of his working days (produc- 
tive period) the individual will have 
amassed a sum sufficient so that the 
income therefrom will support him for 
the rest of his life in reasonable com- 
fort. At his death his accumulated 
capital will remain intact as part of 
the increased aggregate capital sup- 
porting the higher living standards of 
the community. (In this simplified 
discussion it doesn’t make any differ- 
ence whether his accumulated capital 
would continue under the control of 
individuals, his heirs, or pass, through 
taxes, to the control of the community 
directly; 7.¢e., the government. The 
essential and socially important fact 
is that the community’s aggregate 
capital has been increased. ) 

The next point is the determination 
of that amount of savings that is 
necessary in order to achieve the de- 
sired result. Herein lies the economic 
necessity and social desirability of 


“wages on capital.” If capital were 
not allowed to earn a return, there 
would be little or no incentive for its 
accumulation, which in turn would re- 
sult in a stabilized, rather than a rising, 
community standard of living. 


HE necessary return, or interest 

rate, on savings is determined by 
two things: the annual amount of 
savings and the extent of time over 
which the savings are accumulated. 

Let us assume, for example, that the 
typical, or average, individual has a 
working or economically productive 
life of forty years (say from age 
twenty-five to age sixty-five). What 
is the lowest rate of interest consonant 
with the lowest annual savings, ex- 
pressed as a percentage of his earn- 
ings, that will together provide the 
accumulated capital indicated as 
necessary? 

Mathematically, the answer is a 
6 per cent interest rate and a 10 per 
cent savings rate. For example, if the 
individual, over his working life, 
earned an average annual sum of 
$4,000 and saved $400 annually, this 
latter amount invested at 6 per cent 
compound interest would at the end of 
forty years amount to $65,620. This 
latter amount invested at 6 per cent 
would bring in an annual income 
of $3,937, practically the identical 
amount of his average annual earn- 
ings. 





a - 
Capital Earnings Pay-out Capital 
oe Se re $500,000 $15,000 $15,000 3 
Preferred Stock 44 Per Cent .. 200,000 9,000 9,000 45 
aS freee 300,000 42,400 36,000 12 
$1,000,000 $66,400 $60,000 6 
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Earnings Reflect Regulation 


€¢ As a practical matter, at least in respect to the electric industry, 

the problem of declining earnings is not so much a reflection 

of the economic factors as it is of the rigidity of regulation. The 

worth of electric service, for practically all uses, is many times greater 

than its cost, and greater flexibility in pricing should easily enable any 

company to maintain tts earnings at the required level without imposing 
inequity or hardship on consumers.” 





A? per cent interest rate applied 
to the same savings for the same 
period of time would accumulate a 
fund of $50,736, which in turn in- 
vested at 5 per cent would produce 
an annual income of only $2,537. This 
would require the individual either to 
lower his standard of living, which 
would be personally unsatisfactory, or 
to consume his capital, which would be 
socially undesirable. Or, as an alterna- 
tive, his annual savings would have to 
be considerably larger, which might be 
a matter of practical difficulty. 

On the other hand, a 7 per cent in- 
terest rate similarly applied would 
result in an accumulated fund of 
$85,444, which in turn invested at 7 
per cent would produce an annual in- 
come of $5,981. In this case, the in- 
terest rate, or return on savings, is 
considerably higher than that neces- 
sary to accumulate the desired fund. 

In other words, the typical indi- 


vidual or investor should seek a 6 per 
cent return on his over-all savings in 
order to accomplish the essential pur- 
pose of his savings. 

Let us assume that the savings are 
invested in productive enterprise, say 
a public utility company, and that the 
distribution of the investment is in 
accordance with a typical utility capi- 
talization structure; that is to say, 50 
per cent in bonds, 20 per cent in pre- 
ferred stock, and 30 per cent in com- 
mon stock. Let us further assume the 
investor owns the entire company. 

The question then is, what earnings 
must the utility have in order to pay 
out an amount equal to 6 per cent on 
the total of its outstanding securities ? 

Assuming that the bond interest rate 
is 3 per cent, that the preferred divi- 
dend rate is 44 per cent, and that 85 
per cent of earnings available for the 
common are paid out, it works out as 
shown in the table on page 868. 
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If common dividends represent an 
85 per cent pay-out, then the earnings 
available must amount to approxi- 
mately $42,400. Adding this require- 
ment to bond interest and preferred 
dividends produces a figure for total 
earnings requirement of $66,400, or 
an over-all return of 6.64 per cent. 


O* the other hand, if interest and 
preferred dividend rates were at 
what might perhaps be considered a 
more “normal” level, say 5 per cent 
and 6 per cent, the over-all return 
requirement would be somewhat 
lower, as shown in table below. 

Under these conditions an 85 per 
cent pay-out on the common would 
require earnings of approximately 
$27,000, which when added to interest 
and preferred dividends produces a 
total earnings requirement of $64,- 
000, or an over-all return of 6.4 per 
cent. 

It is somewhat startling, perhaps, to 
note that the required over-all return 
increases, rather than declines, with a 
reduction in interest and preferred 
dividend rates. Certainly, this runs 
counter to all prevalent thinking on 
the subject, which assumes that if the 
cost of senior capital declines, a re- 
duction in the return is both logical 
and justified. In the above examples, 
of course, the decline in the cost of 
senior capital is more than offset by 
an increase in the return requirement 


on the common stock. The question 
naturally arises as to whether our 
process of reasoning is sound, or 
whether the whole premise is illogical 
and contrary to the economic facts of 
life. 

Certainly, a current dividend yield 
of 12 per cent is out of accord with 
what the market indicates as investor 
demands. The answer here, however, 
is that the 12 per cent yield is only 
necessary if the investor has 70 per 
cent of his savings in low return senior 
securities. To the extent that a larger 
portion of his savings is placed in com- 
mon stocks, a lesser return is satisfac- 
tory. 

With 5 per cent and 6 per cent 
returns on senior capital, under what 
might possibly be considered more 
“normal” conditions, the indicated re- 
turn of 7.7 per cent on the equity is 
not too far out of line with actual 
historical experience. 


Fst undertaken by the Cowles 
Commission for Research in 
Economics, covering essentially all of 
the industrial stocks listed on the New 
York Stock Exchange from 1871 
through 1938, revealed that over this 
period the average yield, or ratio of 
cash payments to stock prices, was 5.3 
per cent per year. The average rate 
of increase in market value per year 
was 2.8 per cent, so that the total aver- 
age return was 8.1 per cent. For all 


Per Cent 
Of 
Capital Earnings Pay-out Capital 
Bonds 5 Per Cent .......... . $500,000 $25,000 $25,000 5 
Preferred Stock 6 Per Cent .. 200,000 12,000 12,000 6 
EL, Sisonccmandesvne 300,000 27,000 23,000 7.7 
$1,000,000 $64,000 $60,000 6 
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stocks, that is, including railroads and 
utilities, the total return averaged 6.8 
per cent, the reduction in return being 
caused primarily by the much less 
favorable record of the railroads. 

At the present time it may be pos- 
sible that the entire capital formation 
aspect of our economy is currently, 
and perhaps temporarily, out of kilter. 
Certainly, it is difficult, if not impos- 
sible, for the average individual to 
save enough during his lifetime so that 
the income from his savings will sup- 
port him upon retirement. The prin- 
cipal of life insurance and annuities 
recognizes this. The individual’s sav- 
ings will themselves be expended when 
his earning days are over, the capital 
that he has accumulated will be con- 
sumed in current outgo, and the com- 
munity will be the loser through the 
diminution in capital wealth invested 
in either productive enterprise or civic 
improvement. 

It appears questionable, to say the 
least, whether this is desirable from 
society’s viewpoint. It may be ques- 
tionable whether the situation is even 
recognized. Our social and economic 
structure is so immensely complicated 
and has such substantial inertia that 
any number of internal relationships 
may break down before the whole ma- 
chine collapses. But this does not 
mean that we should not try to remedy 
any defects as soon as they are 
apparent. 


S brs above presentation assumes, 
of course, that the savings are 
represented by dollars of constant pur- 
chasing power over the period. Since 
this is hardly likely to be the case, 
a corrective factor should be intro- 
duced, either by modifying the rate of 


return or by using a current value rate 
base. However achieved, it is neces- 
sary that the income from the accumu- 
lated fund should have the same pur- 
chasing power as the prior purchasing 
power of the individual’s average 
earnings. 

Our presentation, moreover, does 
not take into account the impact of 
personal income taxes. These intro- 
duce a factor that mathematically 
would appear to be extremely compli- 
cated, but presumably could be worked 
out in harmony with the basic assump- 
tion. Some margin on the upside 
would have to be allowed so that the 
“take-home” income would be suffi- 
cient to achieve the desired result. 


$s of the basic reasons for invest- 

ing in common stocks, as opposed 
to fixed-income senior securities, is the 
expectation of obtaining income of 
broadly constant purchasing power. 
This means a higher return in terms 
of dollars at times when the exchange 
value of the dollar declines. If regula- 
tion sets a dollar limit on the return 
irrespective of the value of the dollar, 
there can be little if any inducement 
to equity capital. This is particularly 
true since regulation does not and can- 
not guarantee that any level of earn- 
ings will be maintained under all cir- 
cumstances. From the common stock- 
holder’s viewpoint the economic risk 
of declining earnings must be offset by 
a compensatory possibility of an in- 
crease in earnings, so that his income 
on average will be maintained at what 
might be termed economic parity. 

As a practical matter, at least in 
respect to the electric industry, the 
problem of declining earnings is not 
so much a reflection of the economic 
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factors as it is of the rigidity of 
regulation. The worth of electric serv- 
ice, for practically all uses, is many 
times greater than its cost, and greater 
flexibility in pricing should easily 
enable any company to maintain its 
earnings at the required level without 
imposing inequity or hardship on con- 
sumers. The individual’s narrow in- 
terest in the cost of the service should 
not obscure the much deeper and more 
important economic and social issues 
involved. 


lw our opinion, the question of what 
constitutes a sound and desirable 
rate of return has not received the 


attention it deserves, despite the re- 
marks in our opening paragraph. All 
too often in rate cases, it seems to us, 
lip service is paid to the concepts 
enumerated in the leading court deci- 
sions, with insufficient supporting 
evidence based on a comprehensive 
study of the subject. 

Possibly the approach suggested 
above may have some validity. In any 
event, we are inclined to think that 
niggardliness in setting a permissible 
rate of return will prove to be a short- 
sighted policy from the standpoint of 
the future welfare of the utility indus- 
tries and the country’s economy, with 
which they are so closely tied in. 





Socialization via Spending 


“|. . we see the government, under the spur of the Socialist 
Planners, has been marching through the banks and through 
the power industry and has ambitious plans for expanding the 
occupation of these two key services. The men behind these 
plans are made up of that minority which has now got control 
of the Democratic party and its President. He is no more able 
to resist the demands for all these fantastic enterprises than 
were the Liberal leaders in England once the Fabian Socialists 
had that party by the throat. In America the Planners have a 
force working for them which will be irresistible. It is an old 
political weapon—pork. The people of the TVA region have 
enjoyed the spending of $760,000,000 mostly in those five 
southern states comprising the so-called Tennessee valley, to- 
gether with power sold at a low rate, though at a loss. 
“Now the Columbia river region, covering four western 
states, wants the same. Of course there are some 16 other plans 
—great and moderate in size—for other regions. Farm, labor, 
and even business interests in those regions will be expected 
to get behind the drive, each for its share of the pork. The 
Congressman from one region will be expected to vote for the 
plans in all the other regions in order to get the support of 
those regions for his own plans. They will be thinking about 
the lush picking for their respective regions in these floods of 
Federal money. They will not be thinking about the total result 
of all this, which will be the ultimate delivery of our society 
into the Socialist column. Yet that is the issue.” 
—Excerpt from “The Road Ahead,” 
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He Watched the Clouds Roll By 


Less than a half-century ago a familiar figure sitting on the 

roof of electric power stations in New York city and elsewhere 

was the “weather watcher.” Here is an interesting account 

describing the colorful figure who once played an important part 
in day-to-day electric utility operations. 


By JOHN P. CALLAHAN* 


DRIVE along the rutted lanes of 
A First avenue in the lower For- 
ties of Manhattan these days 
suggests that our economy, at least in 
that area, is headed for a return to the 
horse and buggy era. In fact, the 
bumps are such that one might think 
we have completed the cycle. Few 
drivers tax their vehicles beyond a 
speed of fifteen miles an hour as they 
veer precariously around yawning ex- 
cavations that dot the hazardous route. 
Actually, of course, these are the 
signs of progress. The greatest city in 
the world is tidying up in the shadow 
of what may become the world citadel 
of peace—the United Nations build- 
ing. 

And just below this site, at 39th 
street and First avenue, tower the fun- 
nels of Consolidated Edison’s Water- 
side station, one of the largest power 
plants in the world. At that station the 
other day an old-timer of the system 





*Financiai and utility news writer, The New 
York Times. 


waxed nostalgic and reminisced on 
yesterdays when the now torn-up 
streets were furrowed lanes and the 
buggy driver cussed the sputtering 
automobile. 

He recalled the turn of the century 
and the weather watcher, a colorful 
figure of the time, who was displaced 
by the inventive genius of a technologi- 
cal age. 

“The man on the roof,” as he was 
also known, used to sit atop the ferry- 
house on East 42nd street and watch 
for storms making up across the Hud- 
son river in New Jersey. Today, were 
the old building standing, a view from 
its roof would be limited to the lower 
floors of skyscrapers that surround the 
neighborhood. But half a century ago, 
a four-story structure was considered 
tall, and there was none to block the 
view west to the Garden state. 


A STORM watcher was an important 
man in those early days of the 
power and light business. His signal 
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set in motion additional generating ca- 
pacity to meet the extra load accom- 
panying the prestorm darkness that 
settled over the city. When he saw an 
approaching storm he immediately 
warned the system’s chief operator, 
who thereupon ordered several of the 
huge banked boilers fired up. Then the 
20,000-kilowatt generator was ready to 
meet the load. Sometimes within fif- 
teen minutes the load jumped from less 
than 100,000 kilowatts to more than 
150,000 kilowatts. Measured by mega- 
watts in 1914, a thunderstorm on 
August 21st of that year caused an in- 
crease of about 130 megawatts. This 
peak of 160 contrasted with a low that 
day of about 30 megawatts. (See 
chart, page 875.) 

As jobs go, his was a rather excit- 
ing and sometimes enviable rdle in the 
life of a big city. He was part prognos- 
ticator and man of leisure. While he 
was paid more for watching the course 
of a menacing sky, than just settin’, 
nevertheless, watching the clouds roll 
by—and being paid for it—sounds 
mighty attractive. 

But to the weather watcher there 
was more than rhythmic quality to the 
couplet : 

When clouds appear like rocks and 
towers, 

The earth’s refreshed by frequent 
showers. 


wre is an accurate description of 
what is in store for a city. The 
“rocks and towers” are the massive 
billowy tops of cumulo-nimbus clouds, 
a summer type of convection cloud that 
usually begins to pile up about noon, 
and by the middle of the afternoon has 
set into a black horizontal base from 
which showers fall. These thunder- 
heads, as they also have been referred 


to, become violent, with the cloud tops 
extending as high as two or three 
miles. Invariably, thunder and light- 
ning accompany this stratospheric dis- 
turbance. 

During this time of nature’s iras- 
cibility, the storm watcher’s knowl- 
edge of the sky spelled for the utility 
the difference between preparedness 
and failure to meet the sudden heavy 
demand for more power. 


SC Bong was more to storm watching 
than observing the dark overcast 
that usually precedes the heavy down- 
pour by five or ten minutes. If his ob- 
servations were limited to that, he soon 
would have been out of a job. 

Of the several types of clouds, cirrus 
are highest in the heavens—five to ten 
miles. The nimbus, and stratus clouds, 
are closest to earth, say half a mile to 
a mile above us. 

The cirrus clouds were an ominous 
sign to the storm watcher and decep- 
tively pretty to the lay observer. De- 
tached clouds of delicate appearance, 
fibrous, sometimes threadlike in struc- 
ture and featherlike in form, they are 
made up of minute ice crystals five to 
ten miles high. Sometimes they appear 
like thin wisps, streamers, across the 
sky. Alone, these cirrus clouds fre- 
quently are the forerunners of storms. 
And when they combine with the cirro- 
stratus and cirro-cumulus (this latter 
better known as “mackerel sky’’) 
clouds, they almost certainly indicate 
an extended storm period. 

This and other knowledge of the sky 
enabled the man on the roof to antici- 
pate a storm as much as two to three 
hours before it arrived. 

Indicative of the accuracy of his 
forecasts, there seldom was a time 
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when Consolidated Edison was unpre- 
pared for the sharp rise in power de- 
mand. 

For the lay observer of the phe- 
nomena of the sky, the storm watcher’s 
notebook, were it available today, 
might help to dispel some superstitions 
and confirm other facts that the skeptic 
may have relegated to the limbo of un- 
founded folklore. In the latter cate- 
gory, for example, it is true that a ring 
around the moon indicates unsettled 
weather. The cirro-stratus cloud fa- 
vors halos around the sun and the 
moon, and as a partner of the cirrus 
clouds, it makes its appearance before 
stormy weather. To dispose of another 
myth, occasionally one will hear the 
supposition that a storm experienced 
in New York yesterday is the one that 
is drenching Cleveland. This just 
doesn’t happen. Storms move east. 


quem cloud associated with rain- 
storms, and of particular impor- 
tance to the storm watcher, was the 
scud cloud. It appears as a long roll 
at very low altitude, usually less than 
1,500 feet, just at the front of an ap- 
proaching storm and below the general 
cloud level. The scud cloud ranges in 
color from a dark gray to a light 
smoky gray. Generally, it precedes a 
calm, but, immediately after it passes, 
we are rushing to shut windows and 
doors against a sudden downpour and 
a strong wind. The high wind is of 
short duration, since it is confined to 
the front of the storm where the cool 
moist air of the storm proper causes 
an upset of the surface air as it in turn 
becomes cooled. 

Someone asked why the storm 
watcher invariably looked to the west- 
ern sky, instead of alternating his ob- 


servation with the other three points 
of the compass. The old-timer at 
Waterside gave this answer : Thunder- 
storms nearly always come from the 
Southwest, West, or Northwest. Ac- 
tually, one can become aware of a 
storm “making up” as far ahead of its 
arrival as five or six hours. Such 
storms surprise only those persons 
who ignore the sky. 

About the only folks who have a 
good word for the thunderstorm are 
those who grow corn as a cereal crop. 
They welcome the hot summer, espe- 
cially hot nights, a fair amount of rain- 
fall, and plenty of sunshine. The all- 
day shower can prove costly to them, 
but showers from thunderstorms, fair- 
ly heavy and brief (usually no more 
than three or four hours, and some- 
times as short as a few minutes), and 
followed by sunshine, have made the 
corn belt the thundershower belt, 
too. They occur more frequently in 
the corn belt than in most other re- 
gions north or south of the equatorial 
districts. Many other crops benefit 
from thunderstorms, and after weeks 
of drought such showers usually af- 
ford the first break, and relieve the 
danger of general crop failures. 


UT to return to the storm watcher. 

Ensconced in his crow’s-nest for 
ten or eleven years, he was dethroned 
by an invention, in 1912, of W. H. 
Lawrence, the superintendent of the 
Waterside station of Consolidated 
Edison. Technology was beginning to 
take its toll of the human element. 
And while the weather watcher con- 
tinued with the utility in a sort of 
semiwatcher status, the beginning of 
the end of his unique job was in sight. 
In a few years he was given another 
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assignment. It must have seemed pro- 
saic in contrast to the one obviated by 
invention. 

The Lawrence idea was not unlike 
wireless telegraph apparatus. An aerial 
was strung between the tall smoke 
stacks at Waterside and connected 
with a registering device that rested in 
a foot-square box on the desk of the 
chief operator at the station. The de- 
vice differed from the wire apparatus 
in that there was a spark gap which 
permitted the shutting out of wireless 
waves. 

If there was the slightest atmos- 
pheric disturbance, it charged the line 
and created a circuit in the mechanical 
storm warner, jumping the spark gap. 
When the circuit was completed, the 
current caused a bell to ring, a tap. 
The frequency with which the bell rang 
indicated the proximity of the storm. 

It was particularly active in advance 
of a thunderstorm, though even a gale 
of wind would charge it up. The sensi- 
tivity of the Lawrence invention was 
such that during the summer of 1913, 
when a huge fire alarm gong in the 
main Waterside building rang for a 
test, the atmospheric vibration was 
sufficient to charge the apparatus and 
start the storm alarm bell. 

The storm detector’s parts also re- 
sembled those that go into a radio, and 
were operated on the same principle. 
In addition to the batteries, bell, and 
aerial, the device had a short-circuit 
switch, a coherer, and a condenser. 
However, its function was just the op- 
posite of the radio; its parts were ar- 
ranged to record static, not discard it. 


‘ pte sagary it has been found in 
studies of Consolidated Edison’s 
records, the load curves showed less 
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than fifty hours of afternoon darkness 
in the summer months. During the 
worst storms, the plants carried a load 
in excess of the year’s high. For 1927, 
engineers there estimated approxi- 
mately 200,000 kilowatts were needed 
in excess of the normal demand dur- 
ing stormy weather afternoons. 

In the history of the machine’s per- 
formance for 1913, it appears that on 
July 28th an approaching storm was 
detected at 1.45 pm by a single tap of 
the bell. At 2.15 pm it rang again. 
From 2.15 to 3.30 pM the bell tapped 
once every few minutes, and for the 
five minutes from half-past three it 
rang continuously. The load at the sta- 
tion was normal at half-past three, but 
at ten after four, when the storm set 
upon the darkened city, it rose 42,000 
kilowatts to 140,000. Again, on the 
first of August, 1913, the bell tapped 
once at 8.25 am and shortly after that 
time it tapped every few minutes until 
noon. During that period the storm 
moved about the city’s outskirts. But 
at two o'clock, the bell started to ring 
a tap a minute through 3.20. Twenty 
minutes later, “the storm broke in all 
its fury and blackness,” according to 
the utility’s press release, which also 
showed that the load increased from 
96,000 kilowatts at 2.25 pm to 150,000 
in the forty minutes that began at 3 
o’clock. 


Sigur invention rested in the winter 
seasons through the years of the 
system’s growth. It was in these 
months that the inventor improved his 
brain child. By the late spring of 1927, 
the detector was giving warnings of 
storms as far away as 200 miles. When 
the bell rang every half-minute, mean- 
ing the storm was about two hours 
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away, the system operator at the cen- 
tral offices ordered the reserve boilers 
into service and the generating units 
started, running at low speed. 

During that time the operator waited 
for the bell’s insistent ringing. That 
was the warning, coming about half an 
hour to an hour before the storm’s ar- 
rival. Often at that time the sky may 
have been clear; not a cloud in sight. 
Yet the system operator obeyed the 
bell and dispatched an order simul- 
taneously to the fifty substations and 
generating stations that told them to 
be on the ready to supply the increased 
load that would be demanded in a few 
minutes. That’s why New York’s 
heavy load never became a problem 
during stormy weather. 

But today, the Lawrence invention 
has gone the way of the weather 
watcher. Both were invaluable in their 
time. But their time has passed. Such 
is the load at the Consolidated Edison 
system now that the darkest summer 
skies, and the addition of more than 
100,000 kilowatts to the system load 
than usually attends a thunderstorm 
these days, make little if any differ- 
ence to the load dispatchers. (See two 
charts of 1948, pages 877 and 879.) 


ee assurance of ability to 
meet unprecedented demands for 
power—at any time of the year—ap- 
pears not only in the construction pro- 
grams of Consolidated Edison and 
other utilities, but in the vast network 
of interconnections between systems. 

Despite this, however, caution and 
preparedness are still two key words 
in the utility business, preoccupied as 
it is with the responsibility of a public 
service business. A minor indication of 


this is the continuance of attention to 
the weather. At the Waterside station, 
a teletype machine taps a coded 
weather report intermittently around 
the clock. This information, coming 
directly from the United States 
Weather Bureau, is carefully studied 
by the dispatchers of the system. 

Their code defies interpretation by 
the layman and is a far cry from the 
simple words of warning sounded 
nearly half a century ago by the man 
on the roof. To me, and perhaps to 
you, too, this typical code message 
means nothing: “York—ebbing sun- 
bird rockgoat fitchburg pitfish.” But 
to the dispatcher it means that ““New 
York city’s temperature is 16° F, with 
a north wind and clear skies. Minimum 
temperature during the preceding 
twelve hours was 16° F; maximum 
temperature during the period, 48° F. 
The current wind velocity of 36 miles 
an hour is accompanied by a .10-inch 
precipitation, with a maximum wind 
velocity of 36 miles an hour coming in 
from the Northwest.” 


Se; last vestige of yesterday’s way 
of doing things in the power busi- 
ness is not gone yet. But if experi- 
ments succeed, the weather watcher’s 
colleague, the smoke watcher, soon 
will be doing another job, too. Right 
now, television is vying for his job. 
Test installations with television cam- 
eras are going on at Consolidated Edi- 
son in an attempt to eliminate the time 
lag involved between the time when a 
stack starts smoking and the observer 
can get in touch with the right boiler 
operator by telephone. 

Undoubtedly, the television camera 
will win out, as did the detector. 
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Washington and the 


Utilities 


War Clouds and the Utilities 


LTHOUGH Congress has made no 
formal declaration of a state of 
hostilities between the United States and 
any other nation of the world, the fact 
remains the utilities, along with every 
other business in the country, face a 
situation—no one knows for how long— 
analogous to that under a formal state 
of war. 

Essential materials for construction 
expansion — cement, lumber, copper, 
aluminum, steel, etc.—already partially 
rationed, or otherwise limited in their 
uses outside the framework for defense 
—will, in a matter of months, be doled 
out under priority controls as rigid as 
those of World War II. 

This may mean a complete stoppage 
of materials for expansion purposes ex- 
cept the extension of some essential 
utility services into new, or enlarged, 
areas devoted to defense production. 

With these conditions, we are certain 
to have a revival of other controls—price, 
wage, man power—which existed during 
the last war. 

Gloomy forebodings, perhaps, but if 
prepared for, and plans are laid accord- 
ingly, then, at least, the element of sur- 
prise is reduced. 


¥ 
REA Develops New Unit 


HE Rural Electrification Adminis- 

tration appears to have developed 
a unit which may be termed a “trouble- 
shooting team.” It has no official status, 
and its existence probably will be offi- 
cially denied. However, it has functioned 
with efficiency twice during the past year, 
and may have to swing into action more 


881 





frequently as rural electric codperatives 
find themselves increasingly confronted 
with stepped-up operating costs and 
other problems inherent in their peculiar 
form of organization. 

Principal function of the “team” is to 
resell iainthearted rural electric co-op 
members on the “cooperative idea,” thus 
preserving them as dependents of the 
Federal agency and requiring REA 
ministrations. 

In the two cases referred to, a “task 
force” of the team, acting as co-op morale 
boosters, moved into the “critical” areas 
where distributing codperatives were on 
the verge of selling their properties to a 
private utility. In each instance, the task 
force lulled, at least temporarily, local 
co-op sentiment favoring sale of the 
cooperative ventures. 

The two co-ops—one in Plumas 
county, California, the other near Fair- 
field, Idaho—had been operating under 
difficulties of one sort or another—in one 
case, at least, under economic difficulty. 

Although there is nothing in the basic 
Rural Electrification Act banning such 
sales, REA chieftains are strongly 
opposed to the idea. They apparently 
fear a bad psychological effect on other 
cooperatives which may find the going 
a bit tough in the near-war economy 
which lies ahead. This view is not unani- 
mously held in top REA echelons, there 
being a feeling among a few that these 
unprofitable operations are not worth 
saving. 


U is reliably reported that in the case 
of the Idaho codperatives the “task 
force” groundwork was instrumental in 
unseating directors who favored the sale, 
and obtaining a membership vote of con- 
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fidence for the “antisale” board members. 

Earlier in the year, the same team 
journeyed to California to attend the 
annual membership meeting of the 
Plumas-Sierra Rural Electric Codpera- 
tive, then negotiating for sale of its opera- 
tions to the Pacific Gas and Electric 
Company. 

REA sources privately concede that 
the sale of this co-op would jeopardize 
the entire electrical co-op movement in 
the Golden state. 

It is notable that the “task force” 
arrived several days prior to the annual 
membership meeting which, for unex- 
plained reasons, lacked a quorum, hence 
was unable to take definite action. How- 
ever, it is believed that the “task force” 
had able assistance from a ranking officer 
of the National Rural Electric Codpera- 
tive Association—in the California case, 
as well as in the Idaho instance. 


e 


St. Lawrence Seaway Revival 
? - St. Lawrence river seaway and 


power project is due for early re- 
vival in the 82nd Congress. Proponents 
will vigorously push it as being in the 
interests of national defense, especially 
with respect to transportation of Labra- 
dor iron ore to the Great Lakes region. 
However, congressional authorization is 
doubtful. 

As reported in these columns of the 
December 7th issue, Governor Thomas 
E. Dewey (Republican) of New York is 
certain to insist on power development 
of the St. Lawrence and Niagara rivers 
in accordance with the plans of that state. 
Although Senator Robert A. Taft (Re- 
publican, Ohio) recently said he would 
favor the seaway project, it is to be noted 
that he referred only to the ore trans- 
portation features as possibly desirable 
in the interests of defense. 

In early November, Senator Tait ex- 
pressed the view to a newsman that if 
New York was willing and able to de- 
velop the St. Lawrence and Niagara 
rivers, at no cost to the Federal govern- 
ment, then he would be inclined to let 
New York do so. 
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New York’s willingness to bear a ma- 
jor portion of the financial burden at a 
time when Federal military expenditures 
will be at a peak, coupled with growing 
congressional sentiment in opposition to 
the “valley authority idea,” will be 
difficult hurdles for the St. Lawrence 
proponents. 

* 


Utilities Taxes 


HE final excess profits tax bill, to be 
written by the 82nd Congress, will 
give recognition to the special position 
of the regulated utilities. Credit for this 
should go to the National Association of 
Railroad and Utilities Commissioners, 
the Edison Electric Institute, the Ameri- 
can Gas Association, and several regu- 
lated utility executives who personally 
placed the utilities’ cause before the 
House Ways and Means and Senate Fi- 
nance committees of the 81st Congress. 
Just before the “lame duck” session 
of the 8lst Congress opened, nearly a 
score of utility representatives testified 
before the Ways and Means Committee, 
pointing up the fact that their industries 
are now held, by state and Federal regu- 
latory commissions, to profit margins 
that are by no means excessive. But this 
was not the only point stressed. Revert- 
ing to World War II experience, it was 
effectively shown that application of an 
excess profits levy to the regulated utili- 
ties would cut their net earnings to much 
less than 4 per cent. This, it was 
stressed, would halt expansion and close 
the money markets to the utilities. The 
same theme was presented the Senate 
group. 

Effectively testifying were George L. 
Bullard, Association of American Rail- 
roads; Claude A. Williams, president, 
Transcontinental Gas Pipe Line Cor- 
poration; William G. Woolfolk, chair- 
man of the American Natural Gas Com- 
pany; William G. Marbury, of the In- 
dependent Natural Gas Association of 
America; John H. Hessey, of the Na- 
tional Association of Railroad and Utili- 
ties Commissioners; Justin R. Whiting, 
president of the Consumers Power Com- 
pany; Harold Quinton, executive vice 
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president of the Southern California 
Edison Company; D. A. Hulcy, presi- 
dent of the Lone Star Gas Company, who 
presented testimony for the American 
Gas Association; Charles E. Oakes, 
president of the Pennsylvania Power & 
Light Company; Fred J. Turner, vice 
president, Southern Bell Telephone & 
Telegraph Company, who made a state- 
ment in behalf of the Bell system com- 
panies; and J. B. Thomas, president of 
the Texas Electric Service Company. 


pws testifying included a repre- 
sentative of the Railway Express 
Agency, John J. Barr, who appeared for 
several privately owned water utilities, 
and Robert Ramspeck (a former Con- 
gressman from Georgia), who spoke in 
behalf of the airlines within the frame- 
work of the Air Transport Association 
of America. 

Some weeks prior to the committee 
hearings, representatives of the Edison 
Electric Institute and the American Gas 
Association met with the technical staff 
of the House-Senate Joint Committee on 
Internal Revenue Taxation, to present 
in detail the regulated utilities’ tax prob- 
lems under an excess profits levy. Much 
of their presentation had a favorable in- 
fluence on the present committee, and is 
sure to be taken under serious considera- 
tion in new committee deliberations. 


¥ 


Regulatory Agencies to Leave 
Washington? 
Peper gent with the threat of all- 
out war there has come talk of 

spreading the Washington offices of the 
Federal government over a wide area. 
This was done during World War II, 
not in fear of a then-undeveloped atomic 
bomb, but as a matter of office space con- 
servation in an overcrowded city. 

Planners are again working on the idea 
of spreading Federal offices over a wide 
area—this time to avoid the consequences 
of atomic attack upon the 10-mile square 
that is the District of Columbia, the 
nation’s capital. 

They—the planners—talk of scattering 
Federal offices over the hills and dales 
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of near-by Virginia and Maryland, but, if 
this comes about, construction costs will 
make necessary the retention in Wash- 
ington of many agencies directly con- 
nected with the defense effort, while those 
not so directly connected will be shifted 
to inland cities, just as was done with 
SEC and other nonwar agencies during 
World War II. 

Federal Power Commission Chairman 
Mon C. Wallgren several weeks ago men- 
tioned to the press that he would like to 
see FPC moved to Denver, Colorado. 
Wallgren stated at that time that he had 
discussed the matter with President 
Truman who, according to Wallgren, 
promised careful consideration. 


* 


Agreement on Procurement of 
Utilities Services 


|B ogee Secretary George C. Mar- 
shall and General Services Admin- 
istrator Jess Larson have reached satis- 
factory agreement as to their respective 
responsibilities for procurement of utility 
services, such as power, gas, and water, 
to he used by the government during the 
period of defense mobilization. 

Under the agreement, Defense will 
obtain utility services under applicable 
over-all contracts entered into by the 
General Services Administration. In the 
absence of such contracts, the Defense 
Department will negotiate its own. 

The Department of Defense will also 
provide for complete coordination of all 
utility services procured or provided by 
it for all activities by the Army, Navy, 
and Air Force. 

The agreement also provides that, with 
two exceptions, GSA will represent the 
Department of Defense and its agencies 
in proceedings involving public utilities 
before state and Federal regulatory 
bodies. The first exception is on occa- 
sions where Defense has the sole govern- 
ment interest ; the second is where GSA 
agrees that representation of the govern- 
ment by Defense, even though it does 
not have sole Federal interest, appears 
to be in the best interest of the govern- 
ment. 
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Industry Faces Restrictions 


oo companies will get 
enough supplies to maintain but not 
expand services. William H. Harrison, 
head of the National Production Ad- 
ministration, meeting recently with in- 
dustry representatives, made this point 
clear. The same outlook for restrictions 
on wire and other items, especially cop- 
per and brass, face the telegraph, cable, 
and commercial radio services. 

The communications industry spokes- 
men were complaining that they are not 
receiving sufficient wire and other sup- 
plies to keep up “ordinary maintenance” 
of the nation’s communications system. 
Harrison, himself a career official of the 
telephone industry, promised them that 
NPA would “somehow” channel enough 
supplies to maintain the communications 
network. He served notice, however, 
that NPA can make no guaranty that 
these services will have ample supplies 
to expand beyond their present scope of 
operations. 

Even a temporary check on the 
growth of telephone plant extension 
could have some notable repercussion in 
the telephone industry. Freezing the 
industry's facilities to their present 
status of operation would mean an in- 
definite deferment of important tele- 
phone plant expansion plans and the 
accumulation of a new backlog. The 
Rural Electrification Administration, 
looking forward to rural telephone loans 
to keep its operating force on a full 
working basis, would have a real prob- 
lem if NPA should actually block fur- 
ther rural telephone construction or 
improvements, by withholding scarce 
supplies of wire, copper, etc. 


Exchange Calls 


And Gossip 


Harrison’s meeting with the com- 
munications men came during discus- 
sions about the NPA cutback of copper 
and brass for civilian use. 


> 


Introduces Joint Resolution 
For TV Education 


ENATOR Bricker (Republican, Ohio) 
S recently introduced a joint resolution 
(SJ Res 208) directing the Federal 
Communications Commission to make a 
study of the problem of allocating tele- 
vision frequencies for use by educational 
institutions for the purpose of nonprofit 
educational programming. The com- 
mission was further directed to report to 
the Congress as soon as practicable the 
results of such study and investigation, 
together with its recommendations, if 
any, for necessary legislation. 

Advertising commercials to finance 
educational telecasting were advocated 
last month by Chancellor William J. 
Wallin of the New York University at 
an FCC hearing. He said he could see 
no reason why educational TV should 
not sell time for commercials. He de- 
clared: 


I would not hesitate for a moment 
about doing this. 

Hit-and-miss television can never 
give education in a real sense. TV in 
education must be at various levels, 
at various times, and its selection 
should be in the hands of educational 
authorities. 

Daytime should be for children and 
nighttime for adult education. There 
is no other way to reach many people 
at a low cost for adult education. 
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EXCHANGE CALLS AND GOSSIP 


Frieda Hennock, only woman mem- 
ber of the FCC, at a recent press confer- 
ence in New York said that the educa- 
tional problem raised by television’s im- 
pact on children’s activities was “much 
more serious than anybody realizes.” 
She -urged educational institutions to 
help correct this by taking a more active 
role in television, even to the point of 
banding together to apply for station 
licenses. 

Miss Hennock on a previous occasion 
urged that 25 per cent of any new 
station allocations be reserved for educa- 
tional purposes. 


¥ 


County Organizing Phone 
Co-op 


A= telephone cooperative was re- 
cently reported being organized in 
Allen county, Kentucky. It will serve 
Allen county and Sumner and Trous- 
dale counties in Tennessee. Headquarters 
for the co-op, to be organized on the 
same plan as the rural electric codpera- 
tives, will be at Lafayette, Tennessee. 

All persons signing up for the new 
telephone service will be given a vote in 
the election of a board of trustees for 
the co-op. 


Defense Emergency 
Authorizations 


Ts Federal Communications Com- 
mission, in cooperation with the De- 
partment of National Defense and the 
radio industry, was reported last month 
to be studying the use of radio in the 
event of war. In connection with this 
study, experiments are being conducted 
with new uses of radio. 

In furtherance of this work, the com- 
mission from time to time will issue na- 
tional defense emergency authorizations 
pursuant to the provisions of § 2.407 of 
the commission’s rules and regulations 
authorizing special experimental opera- 
tions by existing stations. National se- 
curity requires that these authorizations 
be classified and not be made public. Sta- 


tions directly affected by the experi- 
mental operations will be informed as 
fully as possible, consistent with security 
regulations. 


aa 


FCC Authorizes Test 


HE FCC has granted the request of 

General Teleradio, Inc., licensee of 
WOR-TV, New York, for special tem- 
porary authority to test the “Skiatron 
Subscriber-Vision System” during non- 
regular hours of operation of that sta- 
tion, for a period of thirty days follow- 
ing receipt of notification, subject to 
certain conditions. 

The “subscriber-vision” system of 
Skiatron Corporation, a subsidiary of 
Scophony Corporation of America, sends 
a coded or “scrambled” TV picture over 
the air. It can be received only by a re- 
ceiver equipped with a special decoder. 

No subscribers or fees are involved in 
the test, which would be conducted be- 
tween midnight and 10 am. No programs 
would be transmitted other than a test 
pattern or pictures of engineers work- 
ing on and explaining the tests. During 
the conduct of such tests, the experi- 
mental and temporary nature of the tests 
“shall be announced, visually and aurally, 
at the beginning and end of each Sub- 
scriber-Vision program.” 


> 


Separate Clause Covers 
Military Leaves 


A= agreement covering mili- 
tary leaves of absence for em- 
ployees of the Ohio Bell Telephone 
Company was signed recently by repre- 
sentatives of the company and the 
Communications Workers of America 
(CIO). 

The agreement on military leaves was 
reached in negotiations that were con- 
tinuing on a new contract sought by the 
union on working conditions and wage 
rates for the 14,000 employees in the 
unit represented by the CIO union. Ohio 
Bell has offered wage increases of $3 to 
$5 weekly to its employees, 4,600 of 
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whom are in the greater Cleveland area. 

The contract covering military leaves, 
made effective as of last July Ist, in- 
cludes re-employment rights, differential 
pay during early months of military serv- 
ice, sickness disability payments, and 
death benefits. In most respects, provi- 
sions of the agreement are similar to the 
practices in effect during World War II. 


e 


AT&T Votes Billion-dollar 
Outlay 


orE than 90 per cent of the stock of 
American Telephone and Tele- 
graph Company was voted last month in 
favor of three proposals to finance fur- 
ther expansion of the system. The most 
important of the three proposals was the 
raising of $435,000,000 of new money 
through issuance of convertible deben- 
tures. On the proposal to issue up to 
3,000,000 additional shares of stock for 
sale to employees, the vote was 21,720,- 
461 for, and 781,231 against. The third 
proposal approved was an increase in 
authorized capital stock of the company 
from 35,000,000 shares of $100 par value, 
to 45,000,000 shares. 

Leroy A. Wilson, president of AT&T, 
pointed out that more than 800,000 per- 
sons are awaiting telephone service and 
about 1,700,000 customers on party lines 
are seeking a better class of service. 

Shortly before the special meeting, di- 
rectors declared the regular quarterly 
dividend of $2.25 a share, payable on 
January 15, 1951, to more than 980,000 
stockholders. 


> 
Biggest Phone Plant Opens 


HE world’s largest telephone manu- 
facturing plant, capable of produc- 
ing more telephone sets annually than 
the total now in operation in France or 
Canada, was put in operation in Indian- 
apolis, Indiana, last month by the West- 
ern Electric Company, Inc., manufactur- 
ing and supply unit of the Bell telephone 
system. 
The new plant covers nearly twenty 


acres and will employ about 6,000 men 


and women. 
oF 


Accused of Confusing the 


Issues 


ge CoRPORATION OF AMERICA re- 
cently charged that the Columbia 
Broadcasting System and the Federal 
Communications Commission are trying 
to “confuse the issues” in the controversy 
over color television. 

RCA made the charge in a brief filed 
with a special 3-judge Federal court in 
Chicago, considering RCA’s petition for 
an injunction against adoption of the 
CBS color system as standard for the 
industry. The court already has issued 
a temporary restraining order which pre- 
vented the start of CBS color programs 
on November 20th. The order was issued 
to give the judges time to study argu- 
ments for and against the CBS system, 
which has won the approval of the FCC. 

In a brief filed last month CBS ac- 
cused RCA of trying to gain time so that 
it could perfect a rival color system. It 
told the court that the only issue to de- 
cide was whether the FCC order adopt- 
ing CBS color was “reasonable” and 
supported by certain “basic findings.” 


* 
TV Union Accepts Offer 


EMBERS of Television Authority, 

AFL organization which last 
month threatened a strike of its 25,000 
members against the major networks, 
has voted to accept the stations’ offer. It 
was estimated that television workers 
will receive salary increases ranging be- 
tween 15 and 30 per cent under a con- 
tract which runs two years. It also in- 
cludes provisions for dressing room 
facilities, a major grievance, and regu- 
lates the filming of “live” shows—kine- 
scoping—for future showing. 

The agreements, the first in the in- 
dustry’s history, are with the National 
Broadcasting Company, the American 
Broadcasting Company, Columbia 
Broadcasting Company, Dumont-TV, 
and WOR-TV, an independent station. 
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Financial News 
and Comment 


By OWEN ELY 


The New House Bill May 
Ease EPT Burden 


HE Excess Profits Tax Bill (HR 

9827), as approved by the House 
on December 5th, contains in § 446 a spe- 
cial method of computing the excess 
profits credit or exemption for regulated 
public utilities. Such utilities include 
electric, gas, telephone, and transit sys- 
tems, railroads and airlines. 

Subject to the usual qualifications in- 
volving matters of legal and accounting 
detail, the amount exempt from EPT is 
set up as the sum of regular income tax 
payments plus 6 per cent on total capital- 
ization (5 per cent in the case of rail- 
roads and airlines). Total capitalization 
is the sum of average borrowed capital 
for the taxable year, plus the adjusted 
equity capital. Adjusted equity capital as 
defined in § 437(c) reflects the “adjusted 
basis for determining gain upon sale or 
exchange.” The latter has been inter- 
preted by some analysts to mean that a 
utility company must use its surplus fig- 
ures as reported to the Treasury De- 
partment (and as determined by past 
policy in paying Federal income taxes). 
The common stock equity as determined 
on this basis might be considerably lower 
than the equity figure contained in the 
annual report to stockholders, or the rate 
base figure reflecting allowed values un- 
der state regulation. Thus the fact that 
in some past years depreciation accruals 
have been heavier in tax returns than in 
stockholders’ reports would tend to re- 
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duce the equity, and the same would be 
true for any special charge-offs. On the 
other hand, since the Treasury Depart- 
ment is said not to recognize annual 
write-offs of Account 100.5 until it is 
completely amortized, the restoration of 
these past accruals would tend to increase 
the Treasury Department figure as com- 
pared with stockholders’ figures and (in 
some cases) the rate base. 


T is unfortunate that the act could not 
have set up some simpler standard of 
total investment, such as original plant 
cost less depreciation (as per books) 
plus a specified allowance for working 
capital. (The original idea of using the 
rate base as allowed by the local regu- 
latory commission was hardly practica- 
ble.) But while it is impossible on such 
short notice to analyze the provisions of 
the act with any accuracy, the provisions 
of the present bill seem, to this observer 
at least, to be a marked improvement over 
the original proposals of Secretary Sny- 
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der which were reviewed in the previous 
issue of this department. 

In the Senate the fight is still being 
pressed by Beardsley Ruml against the 
entire EPT bill, which he contends would 
mean the creation of 25-cent dollars from 
the viewpoint of corporation management 
—resulting in carelessness, waste, and 
extravagance. 

Harold V. Bozell, former president of 
the United States Independent Tele- 
phone Association, argued before the 
Senate Finance Committee that regulated 
utilities should be entirely exempt from 
EPT. According to Dow-Jones, Senator 
Millikin asked Colin Stam, chief of staff 
of the Joint Committee on Internal Reve- 
nue Taxation, how much tax revenue 
would be obtained from utilities under 
the House bill. “They don’t expect to get 
very much out of the whole utility group,” 
Stam replied. “Is there any showing of 
excess profits in the utility field?” Muilli- 
kin demanded. Stam answered that some 
companies are allowed rates of return up 
to 7 per cent or 8 per cent and that the 
average would be about 64 per cent. He 
said that the small amount between the 
63 per cent and the 6 per cent allowed 
under the House bill might be considered 
excess. 

“Does anyone regard that as an impor- 
tant problem, one that had to be dealt 
with in this law?” Millikin continued. 
Stam explained that an important rea- 
son for including utilities was a psycho- 
logical one, since firms which have to 
pay excess profits taxes would not be 
happy at seeing too many companies ex- 
empted. “But no one claimed any great 
substantial sum or revenue is involved 
one way or the other,” the Senator again 
asked—“Oh no,” Stam replied. 


M* BoZzELt criticized the provisions 
of the House bill, stating that the 
definitions in the bill are much more 
restrictive so that the effect of the exemp- 
tion would be to permit less than a 6 per 
cent return. While he did not explain in 
detail, he cited an Illinois company which 
under the House bill would, he asserted, 
have to pay an excess profits tax “even 
though it is now earning only 5 per cent 
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and is asking the state commission for a 
rate increase.” 

Colin Stam’s estimate that the electric 
utilities are currently earning about 63 
per cent on their debt and capital would 
seem to be on the high side unless he has 
allowed for the effects of using the “re- 
strictive” Treasury Department defini- 
tions. It is true that the return on electric 
plant account might exceed 6 per cent 
but the return on the investment in gas, 
transit, and miscellaneous plant is much 
smaller so that the general average might 
not exceed 5.8 per cent. 

The chart on page 891 gives a his- 
torical picture of the kilowatt-hour out- 
put, revenues, net earnings, estimated 
rate base, and rate of return for all elec- 
tric utilities during the period 1926-50. 
The rate base is taken as the midyear 
average of net plant account plus an arbi- 
trary 5 per cent allowance for working 
capital. Book value figures for net plant, 
as compiled by the Federal Power Com- 
mission for class A and B utilities, were 
increased by 5 per cent to allow for addi- 
tion of smaller utilities. 

The chart indicates that during the 
1920’s the earned rate of return was con- 
siderably higher than at present; and if 
the book figures for plant account in those 
years could be adjusted for subsequent 
write-offs of Accounts 107 and 100.5, the 
return would have been still higher in 
the “old days.” Thus present allowable 
and earned returns are much lower than 
in past years. 


A’ regards the vulnerability of indi- 
vidual electric utilities under the 
House bill, it is dangerous to draw any 
conclusions at this stage. However, for 
purposes of illustration only, the table on 
page 889 lists the larger electric utilities 
which in 1949 earned more than 6 per 
cent on net plant account (plus allow- 
ance for working capital). The basic fig- 
ures were taken from the statistical tables 
for individual companies in Moody’s 
Manual. The ratio of net operating reve- 
nue to net plant account was reduced 5 
per cent in each case to allow for working 
capital, and the amount thus earned in 
excess of 6 per cent is shown in the 
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accompanying table. It should be noted 
that figures for individual companies 
differ widely from year to year due to 
new financing, changes in earnings, etc., 
so that the figures in the table should not 
be considered representative of the 1951 
tax liability of these companies. The table 
seems to indicate that only a small num- 
ber of large operating utilities are earn- 
ing over 6 per cent on the rate base, and 


a 
Per Cent 
1949 Earned 1949 
Revs. In Excess of 
(Mill.) Company 6 Per Cent* 
$16 Atlantic City Electric .... 4% 
11 Central Illinois E.& G. .. 5 


— 


18 Central Illinois Light .... 
28 Central Illinois P. S...... 
59 Cincinnati G. & E........ 
25 Columbus & So. Ohio Elec. 
14 Connecticut Power 
37. Dayton Power & Light .. 
Je Wee POW occcccccccss 
6 Bl Fase Bieetrie 1.0.2.0 
18 Florida Power Corp. .... 
40 Florida Power & Light .. 
16 Hartford Electric Light .. 
: 2 ee) eee 
13. Interstate Power ........ 2. 
12 Iowa Electric L. & P..... 
19 Iowa Power & Light .... 
18 Iowa Public Service .... 
8 Iowa Southern Utilities .. 
13 Kansas Gas & Electric ... 
24 Kansas Power & Light .. 
20 Kentucky Utilities ....... 
5 Lake Superior District Pr. 
27 Louisville G. & FE. 
3 Michigan G. & E. ....... 
16 Minnesota P. & L. ...... 
24 Montana Power ......... 
70 North Amer. (Union E.) 
45 Northern Indiana P. S. .. 
76 Northern States Power .. 
7 Northwestern P. S. ..... 
Te GR BO vkcsevaccccs 
141 Phila. Electric 
ae FP. 5S. Of Colernee «2... 
40 P. S. of Indiana ........ 
172 P.S. Elec. & Gas ....... 
6 St. Joseph Lt. & Pr. ..... 
S Dermeben Bee. ..<.s.css 
9 Southern Ind. G.& E.... 
10 Tampa Electric 
6 Tide Water Pr. .......- 
25 Toledo Edison .......... 
44 West Penn Power ....... 
61 Wisconsin El. Pr. ....... 
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*See explanation in text. 


889 


that most of the companies earning well 
in excess of 6 per cent are relatively small. 
Holding company systems have not been 
included. 


* 


1950 Earnings Figures Reflect 
Tax Inroads 


To earnings bulletin for electric 
utilities for the month of September, 
released by the FPC about November 
27th, indicates the inroads which higher 
Federal taxes already are making in util- 
ity net earnings. Total taxes for the 
twelve months ended September 30th 
increased by $102,000,000, of which 
$6,200,000 represented the jump in Fed- 
eral income taxes. In the month of Sep- 
tember total taxes were up 34 per cent, 
resulting in a decrease in net income for 
the month. August had shown an increase 
of 24 per cent, holding net income about 
even with 1949. These months bore the 
principal burden of effecting the nine 
months’ income tax adjustment. 

The special FPC “Statement of Taxes, 
Dividends, Salaries, and Wages” for the 
third quarter, which gives a breakdown 
of taxes, shows that for the three months’ 
period Federal income taxes increased 
43 per cent over last year, while other 
taxes increased only about 10 per cent. 
For the first nine months of 1950 income 
taxes were up 21 per cent—reflecting the 
compounded effect of a 10 per cent in- 
crease in the rate, plus a 10 per cent in- 
crease in taxable income. 

If this rate of increase were applied 
to the entire twelve months ended Sep- 
tember 30th, taxes would have been 
further increased by about $12,000,000 
and net income for this period would have 
gained only about 7 per cent instead of 
9.3 per cent. Meanwhile, electric utility 
plant had increased 10 per cent, so that 
the utilities were losing ground somewhat 
on an over-all basis. 

Beginning January Ist the income tax 
rate jumps to 45 per cent. What if this 
rate had been in effect for the twelve 
months ended September 30th? Federal 
taxes would have been increased another 


7 per cent or about $25,000,000. Net in- 
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come for the twelve months ended Sep- 
tember 30th would have been $771,000,- 
000 compared with $739,000,000 in the 
previous period, a gain of only about 4 
per cent—as compared with a gain of 9 
per cent in preferred dividend require- 
ments and over 14 per cent in common 
stock payments. 





“to industry is making a splendid 
showing as far as current kilowatt- 
hour sales are concerned. September 
showed a gain of over 15 per cent and in 
recent weeks the figures have been around 
20 per cent, but this reflects extraordi- 
nary increases in industrial sales—up 23 
per cent in September and more in Octo- 
ber. The utilities make little money on 
this extra power—industrial revenues in 
September gained only 16.6 per cent com- 
pared with the sales jump of 23.2 per 
cent. The same is true of sales to com- 
mercial and residential customers—reve- 
nues gained less than kilowatt-hour sales. 
In other words, the utilities are continu- 
ing to reduce rates automatically, because 
their schedules are still fixed on a pro- 
motional basis—at a time when taxes and 
other costs are making serious inroads 
on the balance for common stock. 

Is it necessary to continue these pro- 
motional rates at a time when the utilities 
are straining every nerve to keep up with 
the demands for more current? In the 
month of September, had it not been for 
lower revenues per kilowatt hour, total 
revenues would have increased about 
$10,000,000 of which nearly $6,000,000 
could have been carried down to net in- 
come. In other words, if the utilities could 
have stabilized their kilowatt-hour reve- 
nues in 1950 they could have offset the 
inroads of higher Federal income taxes. 

Will the utilities soon be facing the 
same difficulties they experienced in 
1948 when they had to use so much 
obsolete equipment that their fuel costs 
got out of hand? (In that year, of course, 
conditions were complicated by severe 
droughts, while hydro conditions this 
year have been much better.) The pres- 
ent almost insatiable demand for indus- 
trial electricity may again result in the 
sale of big blocks of current at very low 
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kilowatt-hour prices (under obsolete con- 
tracts) while the power must be produced 
in obsolete high-cost units. 


Te utilities have done a great deal 
in the last two or three years to 
protect themselves against another jump 
in fuel prices by increasing the coverage 
of fuel adjustment clauses in their rate 
schedules, particularly in industrial 
schedules. Have the same safeguards been 
made against the necessity of using ob- 
solete equipment with resulting high kilo- 
watt-hour fuel costs ? 

The hoped-for answer is the installa- 
tion of more modern equipment so that 
obsolete units will be reserved for use 
during emergency or seasonal peaks. The 
utilities are trying to do this, but won’t 
they be handicapped by material short- 
ages as they were in World War II? In 
the month of September they apparently 
did not have to make much use of old 
equipment, as fuel costs were up only 13.7 
per cent compared with the 15.3 per cent 
increase in output. However, there was 
an increase of only .6 per cent in fuel 
costs for the twelve months ended Sep- 
tember 30th, compared with a gain in 
output of 6.9 per cent—hence the month- 
ly figures were less favorable than the 
twelve months’ result. 

So far as other expenses are concerned 
the utilities have not yet felt the pinch 
of inflation. Labor costs increased only 
6.4 per cent and miscellaneous expenses 
5.2 per cent in September. Obviously 
economies in new power plants, substa- 
tion operations, etc., are partially offset- 
ting higher wage rates. Miscellaneous 
expenses will bear watching, however, as 
the September figure showed a gain of 
23 per cent over August. Of less concern 
perhaps (since it does not reflect cash 
outgo and helps to reduce income taxes) 
is the jump of 13.6 per cent in deprecia- 
tion for September as compared with last 
year. The increase seems a little high as 
compared with the 10.1 per cent increase 
in electric plant. 


N the other hand fixed charges con- 
tinued to make a very satisfactory 
showing in September, with interest up 
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only 6 per cent and total charges 3.3 per 
cent. The latter figure doubtless reflects 
the increased credit for interest on con- 
struction. It is not considered the best 
bookkeeping to use this item as an offset 
to income deductions instead of adding 
it to gross income. 

If an EPT had also been saddled on the 
utilities in 1950 (as it may still be retro- 
actively) net income might shrink sharp- 
ly as compared with 1949. Because of the 
necessary lag in obtaining rate increases, 
the utilities could well give consideration 
to the adjustment of their rate schedules, 
particularly in the promotional brackets. 
When increased demands mean higher 
operating costs there seems to be no good 
reason why the price of such electricity 
should be reduced—as it apparently is in 
many present schedules. 

As an illustration of the lag in getting 
rate adjustments “through the mill” the 
experience of Pacific Gas and Electric, 
largest western utility, may be cited. The 
company, after operating for nearly 
thirty years with no rate increases, had to 
wait about a year to obtain an increase 
in gas rates. An increase in electric rates 
was forthcoming more quickly early this 
year, evidently because the company had 
to do substantial equity financing and the 
California commission realized the need 
of quickly bolstering earnings. Recently 
the company asked for a further increase 
in gas rates and was told that it would 
have to wait at least four or five months 
because the commission’s engineering 
staff is shorthanded. Meanwhile, the com- 
pany may have to do its usual spring 
equity financing. 


> 


Atlantic City Electric Company 


N the recent underwriters’ “Due Dili- 
gence” meeting in connection with 
the bidding for Atlantic City Electric 
Company’s proposed issue of $18,400,000 
first mortgage 28 per cent bonds due 
1980, held at the Irving Trust Company’s 
board room, President England made a 
very complete and effective presentation 
of facts and figures to supplement the 
material contained in the prospectus. In 
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addition to his talk (illustrated by 
lantern-slide projections) copies of a 44- 
page book of photographs, charts, maps, 
and tables were made available. This is 
one of the few times that photographs 
have been used to “brighten up” a 
statistical book. 

The charts were of special interest be- 
cause many of them showed data for the 
years 1938-49, together with estimated 
projections for 1950-55. Such charts 
showed: (1) the estimated trends 
for resort versus nonresort business; 
(2) average number of electric customers 
(residential and total); (3) kilowatt- 
hour sales and revenues (residential, in- 
dustrial, and commercial) ; (4) system 
demand and capacity to serve; (5) an- 
nual residential and farm usage compared 
with the national averages; and (6) the 
relative proportions of residential, com- 
mercial, and industrial business. Other 
charts showed the company’s construc- 
tion expenditures by major classes for 
1949-52, and the growth of the utility 
plant and the depreciation reserve; also 
various comparisons of trends for Atlan- 
tic City Electric Company versus all 
other electric utilities of New Jersey. 


* 


Dividend Increases 


N view of the concern over higher 1951 

taxes and inflationary trends general- 

ly, it is of interest to note that many of 

the utilities have increased their dividend 
rates this year. 

In many (but not all) cases, dividend 
increases these days seem geared to 
equity financing. Many Wall Street 
analysts during 1948-49 urged the utili- 
ties to be more liberal with dividend 
payments, since yield had then superseded 
price-earnings ratio as a major price 
determinant. It was suggested that the 
average dividend pay-out of 70 per cent 
was too low based on historic compari- 
sons, and that many utilities could, by 
raising the dividend rate, do their equity 
financing at a higher price level to the 
greater advantage of the old stockholders. 

This new philosophy had apparently 
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only “taken hold” a short time before the 
Korean war, but the new threat of excess 
profits taxes caused some hesitation. 
However, the increase made by Consoli- 
dated Edison a few weeks ago (evidently 
intended to spur conversion of the deben- 
tures) apparently has encouraged smaller 
companies to “take the plunge.” 


ones. because of the EPT threat, 
investors have again been giving great- 
er heed to price-earnings ratios and less to 


DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


11/29/50 Indicated 
vice Dividend Approx. 


FINANCIAL DATA ON 





About Rate 
Revenues $50,000,000 or over 
S American Gas & Elec. .... 48 $3.00 
BB Beste BGO « .cosccccce 39 2.80 
S Central & South West .... 13 90 
S Cincinnati G. & E. ....... 31 1.80 
S Cleveland Elec. Illum. .... 40 2.40 
S Commonwealth Edison .... 27 1.60 
S Consol, Edison of N. Y.... 30 2.00 
S Consol, Gas of Balt. ...... 24 1.40 
S Consumers Power ........ 29 2.00 
S Detroit Edison ........0 23 1.20 
C Duke Power ............. 87 4.75 
S General Pub. Util. ........ 16 1.20 
S Middle South Util. ........ 17 1.10 
S New England Elec. System. 11 .80 
S Niagara Mohawk Power .. 20 1.40 
S North American .......... 17 1.20 
S Northern States Power.... 10 70 
9 OS eae 29 2.00 
2. eS eae 32 2.00 
S Penn Power & Light ...... 24 1.60 
S Philadelphia Elec, ........ 26 1.50 
S Pub. Serv. E. @&G ........ 21 1.60 
S So. Calif. Edison ......... 32 2.00 
ee 11 80 
oe Ll 23 1.28 
S Virginia Elec. & Power ... 18 1.20 
S West Penn Elec, ......... - 26 2.00 
S Wisconsin Elec, Power ... 17 1.20 

I ie iar atte 

Revenues $25-$50,000,000 
= Goo ©. & Be. ccsccssss 29 $2.00 
oS Coes Te F. Be biccsces 15 1.20 
O Connecticut L. & P. ...... 14 .90 
ke fy 30 2.00 
S Florida P. & L, . 21 1.40 
eee aaa 20 1.20 
eS SO eee 51 2.70 
S Indianapolis P. & L. ...... 28 1.80 
S Illinois Power ............ 31 2.20 
S Kansas City P.& L....... 23 1.60 
S Long Island Lighting ..... 12 1.00 
S Louisville G. & E. ........ 30 1.80 
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yields. Increased dividend payments do 
not now have as great a market effect as 
in the pre-Korean period. If dividend 
pay-out is too high for comfort, investors 
are less attracted by a generous yield. 
However, many of the increases have been 
made by companies with below-average 
pay-outs. 

Dividend increases still have a mod- 
erately stimulating effect on prices and 
in most cases the increases seem war- 
ranted as an aid to equity financing. 


—-Share Earnings* Price- 








Cur. Prev. % In- Earn. Dividend 
teld Period Period crease Ratio Pay-out 
6.3% $4.770 $4.28 11% 10.1 63% 
7.2 2.98s 301 D1 13.1 94 
69 1.46s 1.33 10 89 62 
58 2.97s 2.71 10 104 61 
6.0 3.33s 2.77 20 120 72 
5.9 2.07s 2.04 1 13.0 77 
6.7 2.36s 2.26 4 127 85 
5.8 1.86s 1,39 34 129 75 
6.9 2.550 2.05 24 #114 78 
5.2 2.180 1.78 ze 06 S&S 
5.5 7.87s 819 D4 11.1 60 
rb 2.29s 1.88 22 \; oe: 
6.5 1.88s a — 90 59 
7.3 1.30d .98 32 85 62 
7.0 2.06s 1.77 16 97 68 
7.1 1.45s 1.40 > iy & 
7.0 .96s 96 — 115 73 
6.9 2.980 2.62 14 97 67 
6.3 $2.34s 1.75 34 13.7 85 
6.7 2.820 2.03 39 85 57 
5.8 2.17s 1.70 26 12.0 69 
7.6 2.14je — — 98 75 
6.3 2.61s 2.78 D6 123 77 
ta 1.060 109 D3 104 75 
5.6 2.400 1.91 26 96 53 
6.7 1.8lo 1.37 32 99 66 
7.7 3.36s 3.40 Di 77 60 
7.1 1.86s 1.71 9 91 65 
6.6% 10.6 
6.9% $3.21l0 $2.78 15% 90 62% 
8.0 1.62s 1.56 4 93 74 
6.4 950 95 — 147 95 
6.7 2.79s 2.34 19 108 72 
6.7 2.51s 1.98 27 84 48 
6.0 1.850 1.75 6 108 65 
5.3 4.090 3.37 21 125 66 
6.4 3.32s 3.16 5 84 54 
7.1 2.9lo 3.06 D5 107 76 
7.0 1.990 2.06 D3 116 80 
8.3 1.250 1.13 11 9.6 80 
6.0 3.12s 3.04 3 96 58 
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New England G. & E. .... 


New Orleans 


. | 2 


m, &, oat BE. OG. occ. 
Northern Ind. P. S. ...... 
Oklahoma G. & E, ........ 
Potomac Elec. Power ..... 
Pub. Serv. of Colo. ....... 
Pub. Serv. of Ind. ......... 
Puget Sound P.& L....... 
Rochester G, & E. ........ 
ZOledo Edison .....cccccee 


Averages 


Revenues $10-$25,000,000 


Atlantic City Elec. ........ 
California Elec. Pr. ....... 
Calif. Oregon Power ...... 


Central Ariz. 


A eo 


Central Hudson G. & E. .. 


Central IIl. E, 


EGR seewsens 


ee Be we errr 
Central Maine Power ..... 
Columbus & S. Ohio El. .. 
Connecticut Power ........ 
OS 1 a? eae 
Florida Power Corp. ...... 
Hartford Elec. Light ...... 


Idaho Power 


Interstate Power .......... 
Iowa Electric L.& P....... 
lowe Pub, Setv. ...ccscces 
Iowa-Illinois G. & E. ..... 
lowa-Power & Light ...... 
Kansas Gas & Elec. ....... 
Kansas Power & Light .... 
Kentucky Utilities ........ 
Minnesota P. & L. ........ 
Montana Power .......... 
Mountain States Pr. ...... 
Otter Tail Power ......... 
2 7 ae 


Portland Gen. 


See 


, SS Sos eae 
San Diego G. & E. ........ 
re 
So. Carolina E. & G. ...... 


Southwestern 


Pub. Ser. ... 


US 


United I]lum, 


Utah Power & Light ...... 
Western Mass. Cos, ...... 
Wisconsin P. & L. ....000. 


Averages 


Revenues $5-$10,000,000 


Arkansas Missouri Power . 
Central Vermont P. S. .... 
Community Pub. Ser. ..... 
E] Paso Electric .......... 
Empire Dist. Elec. ........ 
Gulf Public Service ....... 
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11/29/50 veer mm | ——Share \ oe — Dividend 

(Continued) aa tee” Te «6st ~Rbaee ee eae 
O Iowa Southern Util, ...... 16 1.20 7.5 1.850 2.09 Dil 86 65 
O Lawrence G. & E. ........ 36 2.85 79 2.92d 2.41 21 123 98 
oe =’ aS ee 32 2.00 6.3 1.94d 2.00 D3 16.5 103 
O Madison Gas & Elec. ...... 29 1.60  B 1.89d 1.64 15 153 85 
O Northwestern P. S. ....... 9 80 8.9 1.30s 1.07 21 6.9 62 
C Penn Water & Power ..... 33 2.00 6.1 2.12d 480 D56 156 94 
O Pub. Ser. of New Mexico. 15 1.00 6.7 1.53s 157 D2 98 65 
© Rocmiend 6.2 FP. 2... ccssss 9 .60 6.7 69s .64 8 13.0 87 
S St. Joseph Light & Power.. 20 1.50 7.5 1.93s 1.92 — 104 78 
S Southern Ind. G. & E. .... 20 1.50 7.5 2.120 2.18 D3 94 71 
O Tide Water Power ........ 8 .60 7.5 1.160 98 18 69 52 
O Tucson Gas, E.L.& P.... 20 1.40 7.0 2.16s 2.35 D8 93 62 
O Western Lt. & Tel. ........ 23 2.00 8.7 2.01s 2.33 D14 114 100 

POE 6 ickkéaxiadean 7.2% 10.4 
Revenues under $5,000,000 
O Arizona Edison ........... 16 $1.20 7.5% $1.88s $234 D20% 85 64% 
O Bangor Hydro Elec, ...... 28 1.60 5.7 2.67s 2.27 18 105 60 
O Beverley G. & E.......... 44 2.75 6.3 3.16d 2.10 50 13.9 87 
O Black Hillis P. & L. ...... 17 1.28 7.5 2.02ju 1.53 32 84 63 
O Calf. Pacific Util. ........ 35 2.40 6.9 4.850 2.91 67 7.2 49 
O Central Louisiana Elec. ... 30 1.80 6.0 3.585 3.49 3 84 50 
O Citizens Utilities .......... 15 80&Stk.5.3 1.99je 1.87 6 76 40 
O Colorado Central Power .. 29 1.80 6.2 2.68je 2.12 26 108 67 
O Concord Electric .......... 35 2.40 6.9 2.57d 2.17 18 136 93 
a: le | eee 20 1.40 7.0 1.92d 1.19 61 104 73 
O Eastern Kansas Utils. ..... 11 60 3.9 1.00ju — — 110 60 
O Fitchburg G. & E......... 47 3.00 6.4 2.78d 2.68 4 169 108 
O Frontier Power .......... 4 40 10.0 84d 114 D26 48 48 
> Pieverie Ele, os ivcccivicns 35 3.00 8.6 2.80d 1.10 155 12.5 107 
O Lake Superior Dist. Pr.... 23 1.80 7.8 3.78s 2.76 37 6.1 48 
> Lemetl Be, ES cccccccvcas 44 3.40 7.7 3.35d 2.36 42 13.1 101 
C Maine Public Service ...... 12 1.00 8.3 1.63s 1.59 3 74 61 
O Michigan Gas & Elec. ..... 22 1.60 7.3 2.13s 2.12 — 103 75 
O Missouri Edison .......... 10 70 7.0 1.46s 91 60 68 48 
C Missouri Public Ser, ...... 38 2.60 6.8 4.40d 3.92 12 86 55 
O Missouri Utilities ......... 14 1.00 7.1 1.45s 165 D12 97 69 
O Newport Electric ......... 27 1.80 6.7 2.850 2.90 D2 95 63 
© Sterra Pac. Power ....... 21 1.60 7.6 1.97s 1.83 8 107 81 
O Southern Colo. Pr. ........ 9 .70 7.8 &6ag 94 D9 105 81 
O Southwestern El. Ser. ..... 11 80 7.3 138my 1.36 1 80 58 
O Upper Peninsula Power... 13 1.20 92 1.51s 1.35 12 86 79 

PS a cidiinvoncenns 7.1% 98 

Averages, five groups ... 6.9% 10.4 
Canadian Companies** 
C Brazilian Trac. L. & P.... 21 $2.00 95% $3.85d $3.69 4% 55 52% 
C Gatineau Power .......... 17 1.20 7.1 1.43d 1.26 Ss ES 
C Quebec Power ............ 19 1.00 5.3 1.14d 121 D6 167 8&8 
C Shawinigan Power ....... 27 1.45 5.4 1.43d 158 D9 189 &4 
C Winnipeg Electric ........ 36 1.50 4.2 2.53d 1.81 40 142 59 


d—December. j—January. m—March, a—April. my—May. je—June. ju—July. ag—August. 
s—September. o—October. B—Boston Exchange. C—Curb Exchange. O—Over-counter or 
out-of-town exchange. S—New York Stock Exchange. E—Estimated. *All twelve months’ 
earnings comparisons have been adjusted to reflect in both periods the present number of shares 
outstanding. If additional common shares have been recently offered, earnings are adjusted to 
give effect to the offering. **While these stocks are listed on the Curb, Canadian prices are 
used. (Curb prices are affected by exchange rates, etc.) +Does not fully reflect $4,000,000 gas 
rate increase effective November 28, 1949, or electric rate increase of $8,800,000 granted in 
1950. Earnings on average shares outstanding, $2.56; price-earnings ratio on this basis 12.5 
and dividend pay-out 78 per cent. 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed 

in reports and addresses at the annual convention 

of the National Association of Railroad and Utilities 

Commissioners in Phoenix, Arizona, from November 
13th to 16th, 1950. 


On Corporate Finance 


6OT ne volume of public utility preferred 
and common stock financing in the first 
eight months of 1950 was 22.4 per cent of the 
volume of total public utility financing, com- 
pared with 26.5 per cent in 1949, The decline 
is probably attributable, at least in part, to the 
attractiveness, to public utilities, of debt 
financing because of the softening of interest 
rates. As the committee said in its 1949 re- 
port, regulatory commissions should press 
utilities for more equity financing, and should 


encourage such financing by permitting war- 

ranted rate increases to become effective with- 

out undue delay, so that current utility income 

will be adequate to meet increasine mainte- 

nance and operating costs and to permit pay- 

ment of reasonable dividends on common 
stocks.” 

—Report of Committee on 

Corporate Finance, Harold 

A. Scragg of Pennsylvania, 

chairman. 


e 


On Depreciation 


“> we accept the proposition that, as far 
as practicable, depreciation reserves 
should conform with reserve requirements in- 
dicated by current estimates, then it is ob- 
vious that procedures should be embodied in 
depreciation accounting techniques so as to 
attain such result. When it is considered that 
depreciation charges must be based almost en- 
tirely on estimates of life and net salvage 
which may be changed from time to time, 
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it is equally obvious that adjustments of de- 
preciation reserve to keep it in line with re- 
quirements must be made. This indicates the 
desirability of a depreciation accounting pro- 
cedure whereby any necessary adjustments of 
depreciation reserves are accomplished auto- 
matically with the amount of any adjustment 
and the period over which it will be effected 
being dictated by the depreciation estimates. 
This objective may be attained by use of the 
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ee life basis of depreciation account- 
ing.” 
—Report of Committee on 
Depreciation, A. R. Col- 
bert of Wisconsin, chair- 
man, 


667 THe aim of depreciation accounting is 
to spread the cost of plant, less net 
salvage to be realized on retirement, as 
equitably as is practicable over the service life 
of the plant. This aim is difficult of precise 
achievement because the factors upon which 
depreciation charges are based will not be 
definitely known until the plant has been re- 
tired. During the time plant is in service, its 
average service life, the salvage expected to be 
realized, and the cost of removal expected to 
be incurred are necessarily estimates. These 
estimates are subject to change from time to 
time as more comprehensive information re- 
garding past experience and probable future 
conditions become available. Nevertheless, it 
is not likely that the exact amount of deprecia- 
tion expense charges required will have been 
provided unless a procedure is established for 
reconciliation of the estimates of depreciation 
accruals with the actualities which develop as 
the years pass by.” 
—Report of Committee on 
Depreciation, A. R. Col- 
bert of Wisconsin, chair- 
man, 


66D prrectarion accounting methods, par- 
ticularly the straight-line method, re- 
quire higher annual provisions, generally, than 
the retirement reserve method. Likewise, the 
level of reserves ordinarily is higher. As a 
consequence, adoption by the commissions of 


depreciation accounting requirements brought 

with it the necessity for many utilities to 

make larger annual charges for depreciation. 

While there has been a substantial improve- 

ment in depreciation reserves, as regards their 

ratios to utility plant, the reserves for many 

companies still reflect reserve inadequacies 

carried over from previous retirement reserve 
accounting.” 

—Report of the Committee 

on Depreciation, A. ; 

Colbert of Wisconsin, 

chairman. 


667 anc SIBLE evidence of improvement in 

depreciation accounting, generally, is 

the gradual increase in composite percentages 

of depreciation to utility plant and the growth 

in percentage ratios of reserves to plant over 
the period since 1937.” 

—Report of the Committee 

on Depreciation, A. R. 

Colbert of Wisconsin, 

chairman. 


CON Jen the sinking-fund method is em- 
ployed for determining the deprecia- 
tion expense allowance the utility is favored 
if the interest rate used in the calculations is 
less than the allowed per cent rate of return 
on the rate base. The gain arises from the 
fact that the funds reserved from operations 
by reason of the noncash income charge for 
depreciation normally find their way back into 
the plant and as part of the rate base on which 

the allowable return is computed.” 
—Report of the Committee 
on Depreciation, A. R. 
Colbert of Wisconsin, 

chairman. 


e 
On the East Ohio Case 


Cor ne East Ohio decision will obviously 
result in duplication of regulation, in 
uncertainty and confusion in regulation, and 
ineffective, or perhaps no regulation, of certain 
activities of the natural gas industry. 

“I appreciate fully the gravity of these 
allegations but I believe they can be supported 
by a consideration of the problems which may 
arise in the regulation of the East Ohio Gas 
Company under the principle of the Court’s 
decision by both the Ohio commission under 
the Ohio Public Utilities Act, and the Federal 
Power Commission under the Natural Gas 
Act.” 

—Harry M. MILter, 
Retiring president, National 
Association of Railroad and 

Utilities Commissioners. 


667 N any determination by the Ohio commis- 
sion of just and reasonable rates it is 
obviously necessary to determine, among other 
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things, the cost of gas purchased or produced, 
and in cases such as East Ohio, to determine 
the cost of transportation of the gas from the 
point of purchase or production to the point 
of contact with the distribution system of a 
municipality—the city gate. This would in- 
volve an appropriate allocation of the trans- 
mission costs among all of the municipalities 
it serves. Historically, the Ohio commission 
has made just such an allocation. Necessarily, 
the commission has always considered that for 
all regulatory purposes the pipelines of East 
Ohio, beginning at the point of contact with 
the interstate pipelines, were subject to Ohio 
jurisdiction—especially so for rate-making 
purposes. 

“We, as well as every other state commis- 
sion, are now confronted in all regulatory 
ncaa with the proposition of constitutional 
aw— 


. that the national commerce power 
alone covers the high-pressure trunk lines 
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(of East Ohio) to the point where pressure 
is reduced and the gas enters the company’s 
local mains, while the state alone can 
regulate the gas after it has entered those 
mains.’ 


—this, coupled with the fact that in many in- 
stances the so-called high-pressure lines run 
directly into the heart of municipalities and 
communities at varying points. 

“On the assumption that the law now is that 
‘the national power alone’ covers East Ohio’s 
high-pressure pipelines, does it not logically 
follow that only Congress could regulate the 
use of those lines? And, if it was upon this 


e 


FORTNIGHTLY 


principle that East Ohio was declared to be 


a ‘natural gas company,’ and therefore subject 
to regulation by the Federal Power Commis- 
sion with respect to this interstate activity, does 
it not also follow that only the Federal Power 
Commission has jurisdiction to make this im- 
portant and essential cost determination? But, 
it is conceded by the Federal Power Commis- 
sion itself that it has no power to fix a rate 
for this transportation.” 


—Harry M. MILter, 
Retiring president, National 
Association of Railroad and 

Utilities Commissioners. 


On Excess Profits Tax 


HE following report of the NARUC 

Special Committee on Excess Profits Tax 
was drafted in the form of a statement for 
presentation to the Ways and Means Commit- 
tee of the House of Representatives. The 
report was “adopted” by convention vote and 
presented to the Ways and Means Committee 
on tag nec 22, 1950. 

“The National Association of Railroad and 
Utilities Commissioners, commonly referred to 
as NARUC, is an association of the regulatory 
commissions of this country who are empow- 
ered to regulate, inter alia, the rates charged 
to the public by the gas, electric, communica- 
tion, steam heating, and transportation public 
utilities serving the American public. The 
issuance of securities, the determination of 
reasonable earnings, and the adequacy of serv- 
ice rendered to consumers are also among the 
matters which these commissions are generally 
empowered to regulate. 

“Our appearance before Congress is in re- 
spect to the proposals to enact an ‘excess 
profits’ tax. We understand the current need 
which Congress faces to raise revenues by 
taxation, and the difficulties of that task; and 
our viewpoint is certainly not in opposition to 
the endeavor of Congress to recover through 
taxation any excess profits that arise out of 
the country’s defense program or war effort. 

“However, so far as regulated public utili- 
ties are concerned, their normal regulated 
peacetime earnings, and the normal regulated 
earnings required to attract and support the 
large amounts of new capital needed for their 
vitally essential expansion programs, are not 
excess profits and should not be reduced by 
a tax designed to siphon away excess profits 
arising from the defense or war program. 
Utilities must have sufficient earnings to main- 
tain their credit. If an excess profits tax 
should be adopted that does not recognize this 
need for adequate utility earnings, regulation 
of utilities by the commissions will be seriously 
handicapped and the ability of utilities to meet 
the demand for service and make their vital 
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contribution to the defense program may be 
dangerously impaired. 


Ov day-to-day work has provided us 
with an intimate grasp of the facts con- 
cerning this vital segment of the country’s 
economy. We believe that the proposals to levy 
an excess profits tax on regulated utilities in 
any of the forms so far publicly propused or 
as legislated during World War II would in- 
terfere with the functions and obligations of 
regulatory commissions and would affect the 
public interest adversely to a_ substantial 
degree. 

“Specifically, the excess profits tax proposals 
made so far or used heretofore do not recog- 
nize that 

“(a) the earnings of utilities are already 
under constant review and are closely regu- 
lated down to reasonable returns; 

“(b) the need for those reasonable earn- 
ings is vital to the maintenance of utility 
credit and the ability to attract capital ; 

“(c) the ability to attract capital is par- 
ticularly important now because of the huge 
construction programs which are currently 
in progress by nearly all utilities in their race 
to meet the nation’s demand for peacetime 
and also wartime service; 

“(d) the excess profits tax proposals (or 
the law heretofore in effect) would result 
in taxing away a substantial part of reason- 
able and necessary nonwar earnings of public 
utilities ; and 

“(e) the remaining earnings would gener- 
ally be insufficient to support credit of utili- 
ties and attract the vitally needed new capital. 


“The proposed tax law therefore needs to be 
so framed that utilities will not be required to 
pay excess profits taxes when they are not 
earning more than the reasonable return pre- 
scribed for them by regulatory commissions. 

“Our point is not that excess profits from 
defense or war business should be untaxed. 
Rather we contend that only true defense or 
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wartime excess profits should be taxed, and 
that in the case of public utilities the standards 
followed under law by the commissions in 
regulating rates and earnings constitute the 
proper measure for distinguishing ‘normal and 
reasonable profits’ from ‘excess profits made 
during or from war business.’ In making these 
points we understand and presume that Con- 
gress intends to reach normal earnings with 
the normal and surtax rate, and that it does 
not intend to levy an additional tax on normal 
earnings in an effort to recapture war profits. 

“Experience with the last excess profits tax 
law, and our knowledge that a similar new law 
would have a far more drastic effect upon 
the industry than it had during World War II, 
prompts the request that our views be 
considered. 


667 [ nere are fundamental characteristics 
and facts that govern the public utility 
situation; and if an excess profits formula is 
imposed which does not take into account these 
characteristics, the result is both unjust and 
unnecessarily injurious. 

“(1) The first of these characteristics is 
that the rates of utilities are regulated under 
law so that there should be no excessive earn- 
ings on the property devoted to the public 
service. One resulting fact is that rates can- 
not be increased by utility companies at will 
as, for instance, when a war boom or other 
boom period would permit higher prices. 
Another is that utility earnings, with rare ex- 
ceptions, do not rise in boom periods as do 
profits in unregulated business. Nor can utili- 
ties amass out of earnings the funds needed to 
pay for large construction projects. 

“We hold therefore that only when a utility 
earns on the applicable rate base in excess 
of the rate of return (after income taxes and 
other expenses) specified by the regulatory 
commission having jurisdiction, can it have 
any excess profits. 

“We also believe that a standard based upon 
the ‘average earnings’ of a preceding period 
will not meet the facts (or the needs) of the 
public utility situation, even as a matter of 
theory, particularly when as in recent years 
there has occurred a large growth in the 
amount of property devoted to the public 
service. 

“(2) The second of these fundamental 
characteristics is that utilities must attract and 
use large amounts of additional capital to ob- 
tain increases in their business and earnings 
—much more so in relation to their volume 
of business than any other industry of which 
we have knowledge. From three to five dollars 
of capital is required for every dollar of gross 
business done, and for reasons of economy, 
and lower cost to their customers, the public 
utilities use borrowed money (bonds, chiefly) 
for a large part of their total capitalizations. 
Approximately 35 per cent to 55 per cent is 
generally in that form, and these proportions 
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are much larger than in unregulated businesses. 


ed Ba expansion in the amount of prop- 
erty required to keep up with the pub- 
lic’s need for utility service is several times as 
large now as it was before or during World 
War II, and the need for new investment 
capital now is tremendous in comparison with 
the previous periods. To illustrate, one ex- 
ample may be drawn from the regulated elec- 
tric power business, which is now spending 
for new facilities about $3 billion a year; this 
is nearly six times the prewar rate, and is twice 
as much per year as was spent in all the war 
years 1942-45 together. A broader example 
may be drawn from the record of securities 
sold for‘new money’ purposes (as distinguished 
from ‘refunding’) by all utilities, excluding 
railroads. The present rate of securities sold 
is over 40 times the rate for 1939, and 8 times 
the ‘defense’ years 1940-41, and almost 5 times 
per year the entire amount raised in that man- 
ner for the entire war period. The greater 
need for new stock financing is evidenced by 
the fact that, in 1949, 129 times as much was 
sold as in 1939, and 25 times as much as in 
the ‘defense’ years 1940-41, and nearly 8 times 
as much in one year as in all the four war 
years. We must bear in mind in 1940 there 
were substantially greater plant reserves and, 
hence, not as great a need for plant expansion. 


6OTne additional capital needed to expand 
utility facilities in the years immediately 
ahead to serve increasing demands including 
those of the defense program will probably 
be as large and possibly larger than the new 
capital requirements of the recent postwar 
years. Any tax law which redefines a part of 
closely controlled normal earnings as ‘excess 
profits,” and taxes them away, tends to cripple 
the utility industry’s ability to raise the huge 
sums of new capital required to finish con- 
struction programs now under way, and to 
undertake the necessary new construction. It 
is this point which concerns us so much. 

“Therefore, any standard for differentiat- 
ing between normal earnings and excess 
war profits based upon invested capital will 
not meet the needs of the utility situation if 
it fails to meet two tests: 


“(a) if the invested capital permitted by 
the tax law is less than the total actual in- 
vested capital utilized (for instance, if there 
is a disallowance of 50 per cent of the debt 
capitalization as heretofore), and 

“(b) if the rate of return permitted on 
rate base will not provide earnings after all 
taxes which are adequate to maintain the 
utility’s credit and enable it to attract large 
amounts of new investment capital. 


6Cy ,' Je believe that the general forms of 
‘excess profits’ tax laws so far pro- 
posed or hitherto used would have the effect 
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of confiscating substantial portions of neces- 
sary normal or reasonable profits, with the 
resulting adverse effects mentioned. 

“We believe that ‘normal’ or ‘reasonable’ 
earnings of public utilities should, for the 
purposes of a war—or defense period—excess 
profits tax law, be synonymous with the term 
‘allowable’ or ‘fair’ earnings used by the regu- 
latory commissions in the exercise of their 
supervision under law. The points at which 
the regulated ‘reasonable’ earnings of utilities 
differ from the general formulas of the excess 
profits tax law previously in effect or so far 
proposed, and which cause the discrimination 
against regulated utilities, are these, in the 


ain: 

“(1) A reasonable price (i.e., rate) for 
utility service has repeatedly been held to 
include a ‘reasonable return’ upon the property 
devoted to the public service after ali expenses 
(other than interest), including income taxes. 
On the other hand, the return on invested 
capital, provided under the ‘excess profits’ tax 
law (in the form proposed or heretofore in 
effect) is before allowing for income taxes 
and the cost or value of the capital employed 
in rendering service to the public for regula- 
tory purposes is not synonymous with the ‘tax 
basis’ of the taxpayer’s capital investment. 

“(2) Utility regulation allows for the 
changes from time to time in the amount of 
the investment and the amount of earnings 
constituting a fair or necessary return thereon. 
Consequently any wartime excess profits tax 
formula which seeks to define normal earnings 
in terms of an average of several previous 
years (still less, onlv 75 per cent-85 per cent 
thereof) is irreconcilable with the facts upon 
which regulatory commissions are required by 
law to and actually do regulate the reasonable- 
ness of utility rates and utility earnings to meet 
actual current conditions. 

“(3) Utility regulation provides for a 
reasonable return on all capital expenditures 
of the utility, whereas the excess profits law 
previously in effect or proposed requires elimi- 
nation of a portion of the capital invested 
(such as 50 per cent of borrowed capital, or 
additions during the taxable year, or so-called 
inadmissible assets) and allows a rate of return 
so low that resulting earnings after taxes will 
not in fact maintain credit or attract necessary 
capital. The 5 per cent return before normal 
and surtaxes of 45 per cent, which has been 
proposed before Congress, would be disas- 
trous; and even a 5 per cent return after taxes 
would be inadequate to support the credit of 
the utility industry. 


Ov calculations show that with the 
standards of the 1945 law (and pro- 
posed in the recent O’Mahoney-Connally 
amendment) the point at which an excess 
profits tax becomes payable under the invested 
capital method for the typically sized utility 
is at about 3% per cent to 3% per cent rate of 
return on its property devoted to public serv- 
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ice. We believe that the same general level 
would be produced by the recent proposals. 
We are quite certain that such returns are so 
much below what is necessary to keep utilities 
functioning properly that only severe damage 
can result. The currently huge needs for new 
capital is the factor which would crystallize 
the harm, a factor which was not operative in 
anything like the same degree when the previ- 
ous excess profits tax law was in force. 

“The future results under the ‘average earn- 
ings’ method cannot be summarized so suc- 
cinctly ; but the earnings record in what would 
now be a base period (the postwar years) is 
a subnormal one for utilities in that much 
growth of their capital investment has taken 
(and is taking) place from the levels on which 
those earnings were derived. The facts and 
needs of the utility situation actually compelled 
us to grant many rate increases during the 
postwar years. A redefinition of a part of those 
earnings as being ‘excess profits’ would indeed 
be anomalous. 


othe is our belief, and judgment, that there 
should not be excess profits in the utility 
industry at any time; that regulatory bodies 
are generally charged with, and seek to secure, 
the prevention of excessive profits; that in 
fact they do accomplish the prevention of such 
excessive profits. We therefore believe that 
any tax law which seeks to distinguish normal 
earnings from excess profits should take into 
account the fact that an existing and com- 
petent machinery of regulatory commissions 
is, and for many years has been, in operation 
for the identical purpose (among others) of 
making such measurements and further to 
order preventive adjustments in the selling 
prices of utility services when necessary. 
“The regulatory bodies have many guides 
enunciated by the courts, such as the opinion 
of the Supreme Court in the Bluefield Water 
Works & Improvement Company Case, in 
their determination of reasonable earnings: 


“*What annual rate will constitute just 
compensation depends upon many circum- 
stances and must be determined by the ex- 
ercise of a fair and enlightened judgment, 
having regard to all relevant facts. A public 
utility is entitled to such rates as will permit 
it to earn a return on the value of the prop- 
erty which it employs for the convenience 
of the public equal to that generally being 
made at the same time and in the same gen- 
eral part of the country on investments in 
other business undertakings which are 
attended by corresponding risks and uncer- 
tainties; but it has no constitutional right 
to profits such as are realized or anticipated 
in highly profitable enterprises or specula- 
tive ventures. The return should be reason- 
ably sufficient to assure confidence in the 
financial soundness of the utility, and should 
be adequate, under efficient and economical 
management, to maintain and support its 
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credit and enable it to raise the money neces- 
sary for the proper discharge of its public 
duties.’ 


“We submit the fact that regulatory bodies 
are competent to so regulate utility selling 
prices, and in fact they do so regulate them, 
as to prevent excess profits under the Blue- 
field or other applicable court decisions which 
are the law of the land. 


66 Densvasive evidence of the result is the 
following record of prices charged in 
the electric and gas industries: 


“The average price paid for all electric 
power served by the electric utilities was 
2.16 cents per kilowatt hour in 1939; it was 
1.86 cents per kilowatt hour in 1949. 
(Source: Edison Electric Institute, Statisti- 
cal Bulletin No. 17, page 29.) 

“The Bureau of Labor Index for ‘retail 
prices and was 96.3 in 1939 and 
90. lin 1 

“The ~# price paid for manufactured 
gas was 99.3 cents per MCF in 1939, and 
113.1 cents per mcF in 1949. The average 
price of natural gas was 33.2 cents in 1939 
and 35.1 cents in 1949, per mcr. (Source: 
Computed from American Gas Association’s 
Gas Facts—1949; tables 72 and 88, pages 
104, 122.) 

“The Bureau of Labor Index for ‘retail 
_ of gas’ was 101.1 in 1939 and 103.1 in 


“These price trends are in sharp variance 
with the prices of nearly all unregulated prod- 
ucts and services, particularly since the begin- 
ning or end of World War II, when sharply 
increased levels of wage rates and material 
costs developed. The articles and services com- 
prising the Bureau of Labor’s ‘Cost of Living 
Index’ were 70 per cent higher in 1949 than 
1939; the bureau’s ‘Wholesale Commodity 
Price Index’ is 100 per cent higher. This is 
positive indication that public utilites have 
through regulation been held to profits that in 
no way could be termed excess profits. 


ea ¥, V6 respectfully urge that the concept 
of excess profits for public utilities is 
essentially inimical to the concept of regulation 
by statutory commissions; and that assuming 
Congress does not intend to levy a tax on 
normal earnings except through the normal 
and surtax rate, the applicability of a wartime 
excess profits tax to public utilities is open 
to serious question. Regulatory commissions 
should be continued in their duty and their 
right to determine what constitutes excessive 
profits in each case, and have conclusively 
proved that they may be relied upon to dis- 
charge their duty to prevent excessive profits 
by regulating the selling prices of public utility 
services, 

“Acceptance of this proposition would be 


desirable both as a matter of equity and as 
a matter of practicality in regulatory adminis- 
tration. Nor, as we understand it, would recog- 
nition of the unique characteristics of the 
utility industry involve departure from the 
principle of recognizing unique circumstances 
which Congress has followed for many years 
—in some cases since 1913. Insurance com- 
panies, mutual savings banks, commercial 
banks (as to capital gains and losses), shipping 
companies, companies affected by depletion 
allowances (mining and oil enterprises chiefly), 
and regulated investment trusts all have unique 
a recognized in our income tax 
aws. 

“Most importantly, this proposition would 
avoid a most difficult regulatory problem. Both 
the need and the requirement under law to 
allow reasonable earnings after taxes, will 
remain if a war or defense excess profits tax 
is levied. The large increases in rates which 
are involved under a tax formula which re- 
quires $6 to $7 of additional revenue to be 
collected from the public in order to produce 
$1 of earnings to the utility after tax would 
obviously present our commissions with un- 
manageable problems. It would make it man- 
datory from a legal standpoint for the regula- 
tory commissions to increase the rates charged 
by almost every public utility in this nation, 
which would mean increases in gas rates, 
water rates, electric rates, bus and railroad 
fares, and many other rates, which will cer- 
tainly tend to increase the already dangerous 
inflationary trend, a trend which has thus far 
been resisted to a greater degree by the public 
utilities than by any other group. 


6¢Tr Congress nevertheless decides to apply 
a war or defense excess profits tax to 
public utilities, we urge that it is necessary 
in the public interest that Congress endeavor 
to bring the definition of normal reasonable 
earnings for purposes of the excess profits tax 
law into practical conformity with the basis 
by which those earnings are judged by the 
regulatory commissions. In other words, the 
point at which an excess profits tax becomes 
payable must be sufficiently high to preserve 
the ability of public utilities to secure the capi- 
tal they need to render services vital to the 
public and the defense effort. 

“We recognize the practical difficulties of 
introducing into tax legislation the regulatory 
concepts of ‘rate base,’ ‘rate of return,’ and 
‘reasonable operating expenses’ as such, and 
we recognize that no other formula in lieu 
thereof will produce exact equality. The fol- 
lowing suggestions are, however, pragmatic 
substitutes : 

“(a) Some help can be achieved if the defi- 
nitions themselves are altered. ‘Invested capi- 
tal’ should recognize al capital, including 
capital added during the taxable year, as con- 
trasted with the former exclusion of 50 per 
cent of debt capital and the exclusion of 
‘inadmissible assets.’ The definition of ‘average 
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earnings’ might be altered from the form 
hitherto used to that of the earnings in a 
selected base year plus 6 per cent to 7 per cent 
after taxes of the additional capital employed 
since the close of the base year. The selection 
of a base year or years under the average 
earnings formula should recognize that the 
years 1946-49 inclusive were years of sub- 
normal earnings in relation to the present in- 
vestment in utility properties. The average 
earnings of those years would not be sufficient 
to pay the interest on the presently outstanding 
bonds and a reasonable dividend on the pres- 
ently outstanding stocks. Higher earnings than 
the average of 1946-49 are required because 
of the large increase in capitalization in each 
of the years 1946-47-48-49 and the lag of such 
capitalization becoming fully productive. As 
said, further large capital investments are re- 
quired 

“In our judgment, the calendar year 
1950 constitutes the most representative and 
equitable year. It has as yet been little affected 
by war business, particularly so for public 
utilities. The ‘pre-Korean’ period in any event 
is no earlier than the year ending June 30, 
1950. We would therefore recommend 1950 
as the base year. Even the use of the year 
1950 must provide for specific relief in those 
cases where earnings were subnormal. 


66 Fror both the invested capital and the 
average earnings approach, normal and 
surtaxes should be deducted before determin- 
ing ‘excess war profits’; and the percentage 
returns on capital should be taken to mean 
‘after all taxes including income and excess 
profits taxes.’ The percentage return should 
be related to the approximate cost of acquir- 
ing large amounts of new capital. Variance 


e 


in the rate of return arises from the differences 
in the rate base adopted by a commission, as 
well as for the character of the utility for 
which the rate is fixed. In some states there 
is of necessity a variance in required rate of 
return because of legal provisions with respect 
to rate base. 

“These suggestions would apply the same 
definitions to both regulated and unregulated 
forms of business. 

“(b) Congress might prefer, however, to 
avoid the difficulties of drafting definitions 
applying to both regulated and unregulated 
businesses, and could do so by including in 
the proposed law a provision designed spe- 
cifically to cover the utilities. In such event, 
we urge that the law provide that the excess 
profits tax not impinge upon the level of 
utility earnings prevailing in the year 1950, 
which is the period immediately prior to the 
time at which war or defense activity began to 
affect business returns. Further, the law 
should give adequate recognition to ‘the normal 

regulated earnings necessary to support the 
large amounts of additional capital the utilities 
will have to attract and use in expanding their 
properties to take care of the public demands 
for their services and for defense production 
in the years ahead, 

“These suggestions have varying merits and 
shortcomings, and at best they bridge only 
imperfectly the differences between tax formu- 
las and the formulas of commission regulation. 
We therefore incline to the conviction that 
an excess profits tax is by its nature not fitted 
to the facts of the public utility situation.” 


—Report of the Special Com- 
mittee on Excess Profits 
Tax, Justus F, Craemer, 

chairman. 


On Federal Encroachment upon State Regulation 


ad }- my mind, there is only one remedy 
available to us to prevent further en- 
croachment upon state regulation of local gas 
and electric companies, particularly the dis- 
tributing companies over which the states 
should have exclusive control. 

“That remedy is a thoroughgoing revision 
of the Natural Gas Act and Part II of the 
Federal Power Act, particularly in those pro- 
visions which define the companies which are 
subject to jurisdiction of the Federal Power 
Commission. 

“The statutory provisions must be revised 
in such a manner that it will be unequivocally 
clear that the Federal Power Commission is 
to have no jurisdiction whatever of any local 
distributing company like the Connecticut 
Light & Power Company and East Ohio Gas 
Company—that it shall have no jurisdiction 
whatever unless it involves rates for trans- 
portation of gas or transmission of electricity, 


and wholesale sales of gas or electricity which 
are beyond the control of the states. Also, the 
statutes should be revised so that, in effect, 
the tail will not be permitted to wag the dog, 
and the Federal Power Commission will not 
be permitted to exercise broad regulatory con- 
trol in the field of accounting and other im- 
portant matters, where such complete regula- 
tion is uncalled for by the realities in respect 
to the amount of interstate business involved. 
The Federal commission should not be per- 
mitted, for example, to regulate a company 
like the Jersey Central merely because a small 
amount of energy is unintentionally ‘slopped 
over’ across a state line, or even where there 
is an intentional interstate transaction in- 
volved which is relatively inconsequential.” 


—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission. 
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lt Ba matter with which I am most con- 
cerned is the unwarranted expansion of 
Federal control over local gas and electric 
distributing companies which are fully subject 
to regulation by the state commissions and 
into whose regulation the Federal Power 
Commission is a real intruder. 

“The purposes of the Natural Gas Act and 
Part II of the Federal Power Act are plain 
and well recognized. They were designed sole- 
ly to fill the gap in regulation which existed 
because the Supreme Court had held that the 
states could not regulate the wholesale trans- 
actions in respect to out-of-state gas and 
electricity. 

“The Supreme Court has said time and 
again that the purpose of these acts was sim- 
ply and solely to fill this constitutional gap in 
regulation and that they were not designed to 
supplant . . . state regulation.” 

—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission, 


66 He final phase, so far as the Supreme 
Court is concerned, was reached in the 
East Ohio Case, where the Court held that a 
local gas distributing company, engaged in sell- 
ing gas only to local retail] consumers, wholly 

within the state of Ohio, was subject to Fed- 
eral Power Commission jurisdiction with re- 
spect to its accounts, simply because it op- 


erated high-pressure transmission _ lines, 
wholly within the state of Ohio, through 
which it transported out-of-state gas, solely 


for its own use in selling the gas at retail to 
local consumers. 

“In that case the Supreme Court adopted a 
purely mechanical test. The theory was that 
because the gas was transported by the East 
Ohio Company in high-pressure mains the gas 
must be held to have been transported in in- 
terstate ~ mmerce within the meaning of the 
Natural Gas Act. 

“It seems to me that there would be just as 
much sense in saying that if an automobile 
travels on an interstate highway at a speed 
below 40 miles per hour, the states shall have 
regulatory jurisdiction over the car, but if the 
speed exceeds 40 miles per hour the Federal 
government shall have jurisdiction, 

“The result in these cases is that the Fed- 
eral Power Commission is given jurisdiction 
over the business and affairs of purely local 
companies, even though there is no rate regu- 
lation by that commission. By the time the 
gas or electricity reaches these local distribut- 
ing companies, all charges for their transporta- 
tion or transmission in interstate commerce 
have been fixed by the Federal Power Com- 
mission, and all wholesale rates involved have 
been subject to its regulation. Obviously the 
regulation of the local companies under these 
circumstances serves no proper purpose, 

“The purely mechanical tests applied by the 
Supreme Court result in Federal regulation 
where there is no legitimate purpose to 
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served by such regulation. Still, they are the 
existing tests under the two acts. As applied 
by the Supreme Court, they result in almost 
complete destruction of: all the safeguards 
which were thought to exist to preserve state 
regulation of local utility enterprises. The 
safeguards which we thought protected us 
from Federal encroachment have proved to 
be another Maginot Line.” 
—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission. 
“... in the Connecticut Light & Power Case 
Circuit Court Judge Thurman Arnold, of 
trust-busting fame, took the position that the 
Federal Power Act was designed to correct 
accounting abuses. He said: . the broad 
purpose of the act [is] to correct abuses of 
write-ups, inflation of accounts, and similar 
practices which have on occasion been found 
in the utility industry.” Upon appeal, this 
theory was rejected by the Supreme Court. 
“Now, of course, that theory of the lower 
court was the theory and philosophy of the 
Federal Power Commission, that it was cre- 
ated to act as a sort of ‘Super-Ego,’ or con- 
science, for the entire utility industry. Noth- 
ing can be further from the truth. The state 
commissions need no supervision by the Fed- 
eral government. They are responsible to the 
people of their respective states and to no one 
else. And this, I submit, is a far healthier 
situation than one in which the control of local 
utility problems is centered in Washington, far 
from the local scene and far from any re- 
sponsibility to the local public whose interests 
are involved.” 
—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission. 


ad be conclusion I wish to emphasize that 
this problem is not one of mere strug- 
gle for power and authority between the state 
and Federal agencies upon any personal plane. 
Indeed, this subject transcends even the con- 
stitutional theories and tenets to which I have 
referred. The ultimate issue is the type of 
regulation of local utilities which will best 
serve the interests of the consuming public, 
whether it is to be a completely centralized 
control from Washington, extending over the 
entire country or whether it is to be a con- 
tinued development of the science of regula- 
tion by the agencies of the local state govern- 
ments, as in the past. While there might be 
differences of opinion upon this issue, I think 
there can be only one correct answer. That 
answer is implicit in the statement of Thomas 
Jefferson, when he wrote: 


“Tt is not by the consolidation or con- 
centration of powers, but by their distribu- 
tion that good government is effective.” 

—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission, 
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On General Commission Problems 


CON ANAGEMENT of regulated industry, an 
indispensable segment of our economy 
and one vital to our national self-preservation, 
is faced with the double problem of meeting 
its commitments to the public which it serves, 
and the government itself under the rules and 
regulations which we establish, and at the same 
time of obtaining the capital required to meet 
its responsibility in competition with the un- 
regulated segment of our economy which, in 
a large measure, observes only ruies of its 
own choice. 

“Not only must regulated industry meet the 
standard of public service which we rightfully 
impose, and render its services and products 
at rates and charges which we fix, but it also 
faces the fact of substantial competition from 
government itself. I need not remind you of 
the great expansion of the Federal government 
in the field of electric power generation, 
alone. It likewise, today, faces the prospect of 
burdensome and discriminating tax legislation 
under the guise of an excess profits tax, a 
matter to which I earnestly hope this conven- 
tion will give thoughtful consideration. 

“We have the tools to meet the challenge 
which faces us on the economic front. If we 
are to preserve regulated free enterprise we 
may have to discard theories which have been 
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accepted with fervor and zeal. Regulatory 
commissions have now been freed from ju- 
dicial restraint. They are no longer judicially 
bound by formulae which failed to recognize 
economic facts. This freedom, however, im- 
poses upon us the responsibility to adopt sound 
and constructive practices and policies.” 
—Harry M. MILLer, 
Retiring president, National 
Association of Railroad and 
Utilities Commissioners. 


€¢7Pne very nature of this dual system of 

government presents a challenge to the 
Federa! and state regulatory commissions 
which is at least twofold in character: 

“First, can these two divisions of govern- 
ment, each operating in its own sphere, under 
the Federal Constitution, constructively and 
soundly, cooperate to accomplish our stated 
objectives? 

“Secondly, can economic regulation by 
these divisions of government maintain the 
system of free enterprise which the Federal 
Constitution contemplates ?” 

—Harry M. MI ter, 
Retiring president, National 
Association of Ratlroad and 

Utilities Commissioners. 


On Government Subsidies 


id bi would seem evident from an analysis of 
what has gone on, that uniformly fair 
standards of transport competition cannot be 
maintained under current Federal policy. Some 
forms of transportation enjoy the free, or 
partially free, use of publicly financed facili- 
ties. 

“Others must finance their entire plant 
from operating revenues. As a result, com- 
petitive rates do not in all cases reflect total 
real cost of performing the service. 

“The government certainly cannot be criti- 
cized for the over-all policy of promoting 
transportation because we are all aware of the 
fact that our transportation systems are the 
lifeblood of our nation, and that without them 


we would not be the great nation we are today. 
However, realism must of necessity be brought 
into the picture if private enterprise in trans- 
portation is to be maintained and the principle 
of user-support must be uniformly applied to 
all forms of transport that compete for traffic 
in the domestic market. A superficial case 
can be made for government subsidies as the 
most dependable way to meet national security 
requirements, but in most instances it is to be 
found that one subsidy begets another, and in 
the long run more problems are created than 
are solved.” 

—Joun R. Barry, 

Member, Colorado Public 
Utilities Commission. 


e 
On the Natural Gas Act 


COT ‘nase are several bills pending in the 
81st Congress which would exempt local 
distributing companies from Federal regula- 
tion. This association has gone on record as 

favoring such legislation. . . 
—Report of the Committee 
on Legislation, H. Lester 
Hooker of Virginia, chair- 

man. 
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coTrus committee recommends that the 
Natural Gas Act be amended to exempt 
from overlapping and duplicate Federal regu- 
lation, local distributing companies operating 
only in one state with respect to out-of-state 
natural gas which it transports or sells at 
wholesale to other local distributing companies 
for resale to the latter’s ultimate consumers 
located in the same state. A resolution appro- 
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priate for this purpose is attached to this 
report as Appendix A. 


APPENDIX A 


Resolution Favoring the Enactment of 
Legislation Amending the Natural Gas Act 

“Resolved, That this association, reaffirming 
its position heretofore taken, favors the enact- 
ment of legislation amending the Natural Gas 
Act in the following particulars: 


“(1) Subsection (6) of § 2 of the Natural 
Gas Act, approved June 21, 1938, be amended 
by changing the period at the end thereof 
to a semicolon and adding thereto the fol- 
lowing words: ‘but the term “natural gas 
company” does not include a local distribu- 
tion company, local distribution companies 
being hereby declared subject to regulation 
by the several states.’ 

“(2) Subsection (7) of § 2 of the Natural 
Gas Act, approved June 21, 1938, be amended 
by changing the period at the end thereof 
to a comma and adding thereto the following 
words: ‘but does not mean commerce be- 
yond the point at which natural gas is de- 
livered to a local distribution company.’ 

“(3) Section 2 of said Natural Gas Act 
be further amended by adding thereto the 
following definitions: 

“*(10) “Local distribution company” 
means a person engaged in the sale and 
delivery or transportation of natural gas 
received within or at the border of a state 
and sold and delivered for ultimate con- 
sumption therein either by such person or 
another.’ 

“*(11) “Transportation of natural gas 
in interstate commerce” within the mean- 
ing of this act is limited to the operation 
of moving natural gas in interstate com- 
merce through pipelines and related facili- 
ties after the completion of production or 
gathering, but before delivery to a local 
distribution company’ ; and 
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“Resolved Further, That the Committee on 
Legislation and the legal representatives of 
this association are authorized to appear on be- 
half of the association before any committee 
of Congress at any hearing which may be here- 
after held upon legislation pertaining to the 
above matters for the purpose of presenting 
the views of the association.” 

—Report of the Committee 
on Legislation, H. Lester 
Hooker of Virginia, chair- 

man. 


6D zrore we adjourn this convention, and 
return to our labors, it is my earnest 
hope that our association will resolve to seek 
an amendment of the Natural Gas Act designed 
to return to the states the jurisdiction which 
the construction of the act by the Supreme 
Court has apparently taken from them. We 
should make our resolution with a determina- 
tion to battle the difficulties which will attend 
its ultimate enactment. This will call for the 
undivided and concerted interest and participa- 
tion of each and every state commission—not 
the representatives of the association alone. 
Each state commission should familiarize its 
Senators and Congressmen with the purpose 
of the proposed amendment. We should 
acquaint the governors of our states with the 
problem. As individual states, we should make 
our position known to the appropriate commit- 
tees of Congress. We should do all these 
things with an awareness that as an association, 
and as representatives of the states, we can 
remain a bulwark against the continuing 
erosion of the sovereignty of the states. In 
this effort we sincerely welcome the assistance 
and cooperation of our associates who repre- 
sent the Federal agencies.” 
—Harry M. Miter, 
Retiring president, National 
Association of Railroed and 
Utilities Commissioners. 


On Progress in Regulation 


667Phuts report generally covers the high 
points in regulation of public utilities 
(not including transportation carriers) during 
the period July 1, 1949, to June 30, 1950, and 
is largely based upon memoranda from our 
members as amplified or supplemented by de- 
cisions and material in Public Utilities Re- 
ports and Federal and state court reports, 
“There have been the usual rate problems. 
Rate relief in some measure was sought by 
nearly all types of regulated utilities. As in 
the last few years, telephone and gas cases 
have predominated and there have been rela- 
tively few cases of electric rate increases. The 
initial introduction of natural gas or increase 
in proportion of this has, in some cases, 
brought about rate decreases. The inflationary 
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effects evident each year since the end of 
World War II were somewhat milder during 
this past year, but it is feared that our re- 
armament program will greatly expand infla- 
tionary forces in the current year. 

“What appeared to be almost certain reduc- 
tions in excise taxes on communication and 
transportation rates have apparently been dis- 
carded with the advent of the Korean war; 
instead utilities are faced with increased Fed- 
eral income taxes, adding still more to cost of 
utility service.” 


—Report of Committee on 
Progress in the Regulation 
of Public Utilities, Benja- 
min F, Feinberg, chairman. 
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copie characteristics of usage of utility 
service are in a continuous state of 
flux. Equitable pricing today for the respec- 
tive classes of service may be entirely inequita- 
ble tomorrow. To resolve these matters means 
additional burdens for regulatory commissions, 
already overworked, in these days of more 
and more inflation with consequent increase 
in the number of rate applications. The fact 
that a thing is difficult to do does not excuse 
us from attempting to do it. If regulation is 
to do the job it was created to do in resolving 
the equities between users of service as well 
as between supplier and user, more factual 
information must be compiled as to the costs 
of supplying the various classes of service.” 
—Report of Committee on 
Rates of Public Utilities, 
Paul L. Wetland of Ohio, 


chairman, 


CON JitH the recent acceleration in infla- 
tion, even assuming that it may be 
‘controlled’ under the provisions of the De- 
fense Production Act, it is reasonable to ex- 
pect that rate proposals in the immediate fu- 
ture will, in many cases, seek to meet the 
situation by: 
“(a) Broadening the base of escalator 
clauses to include factors other than fuel. 
“(b) Extending the scope of application of 
escalator clauses to smaller users. 
—Report of Committee on 
Rates of Public Utilities, 
Paul L. Weiland of Ohio, 


chairman. 


cone 12 per cent increase in the average 
price for large commercial and indus- 
trial usage is in a large measure due to the 
operation of fuel clauses included in rates for 
these classes of service. The 134 per cent de- 
crease in rates for residential use and the 
44 per cent decline in rates for small com- 
mercial and industrial use is largely due to 
greater consumption per customer. This addi- 
tional usage is sold in the lower rate blocks. 
Fuel clauses have been included by few com- 
panies in schedules for residential, small com- 
mercial, and industrial use.” 
—Report of Committee on 
Rates of Public Utilities, 
Paul E. Weiland of Ohio, 
chairman. 


cone growing popularity of gas for 
space heating poses new problems, At 
the present time 8,250,000 customers of gas 
distributing companies use gas for space heat- 
ing and these gas distributing companies ex- 
pect to add 3,000,000 new house-heating cus- 
tomers in the next three heating seasons. The 
seasonal nature of this type of load adds to 
the peak day send-out with resultant lower 
annual load factor. This results in increased 
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not only through increased fixed charges but 
often in the price for purchased gas. A study 
of 42 companies, transmitting 97 per cent of 
all interstate gas shows that 27 of these com- 
panies have rates providing for a demand 
charge plus a commodity charge. Of eight 
new companies who have filed proposed rate 
schedules with the Federal Power Commis- 
sion, seven propose a demand charge in addi- 

tion to a commodity charge.” 
—Report of Committee on 
Rates of Public Utilities, 
Paul E. Weiland of Ohio, 

chairman. 


66V7our committee is able to find but few 
determinations by the industry or by a 
regulatory commission of the estimated costs 
for furnishing the respective classes of gas 
service; namely, space heating, residential 
base load, commercial, and industrial. With 
the growing use of gas for space heating and 
the introduction of inducement rates for other 
usage, it would appear that such determina- 
tions of costs for the furnishing of the respec- 
tive classes of service are necessary for equita- 

ble pricing for particular usage.” 
—Report of Committee on 
Rates of Public Utilities, 
Paul E. Weiland of Ohio, 

chairman. 


COT introduction of natural gas into new 
areas has confronted regulatory com- 
missions with new problems. Prominent 
among these is the determination of a proper 
allowance for stand-by and peak-shaving fa- 
cilities. In the majority of cases these com- 
munities were formerly served with manu fac- 
tured gas but with a changeover to natural gas 
the total manufactured gas production system 
is no longer required. In a recent decision, 
the public service commission of Wisconsin 
refused the application of Milwaukee Gas 
Light Company for approval of a contract be- 
tween that company and its wholly owned 
subsidiary, Milwaukee Solvay Coke Com- 
pany, for stand-by service to the first named 
company. Approval of the contract was 
denied after consideration of testimony sub- 
mitted by the staff of the commission as to 
the comparable cost of a like stand-by ca- 

pacity from liquefied petroleum.” 
—Report of Committee on 
Rates of Public Utilities, 
Paul E. Weiland of Ohio, 

chairman, 


6OrT one majority of cases involving pro- 
posed increases in telephone rates have 
been decided on a system-wide basis. A re- 
view of cases so decided fails to disclose the 
basis for differences in rates for dial, and 
manual common battery and magneto service 
for differences in rates for the exchange areas 
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of different sizes in the majority of cases. In 
Missouri, the public service commission of 
Missouri in its findings on the application of 
Southwestern Bell Telephone Company, de- 
ciding the case on a statewide basis, prescribed 
rates of 25 cents per month less for magneto 
service than for common battery or dial serv- 
ice. 

“In its order dated May 10, 1950, the New 
York Public Service Commission rejected the 
contention of the city of New York that the 
city should be treated as a separate entity for 
rate-making purposes not only on the basis 
of rate-making theory but further held that 
the allocation of costs between statewide and 
local city service, based on the Separations 
Manual would be a misuse of the manual and 
a disregard of a prime element in the deter- 
mination of local rates—the potential of use 
between individual customers. In prescribing 
rates for Community Telephone Company of 
Wisconsin and Commonwealth Telephone 
Company, the public service commission of 
Wisconsin rejected the companies’ proposal 
for establishment of rates on a system-wide 
basis and prescribed rates for individual ex- 
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changes or groups of exchanges where un- 
limited interexchange service is furnished be- 
tween the exchanges and determined rate 
bases and rates of return for each of these 
units. This method of treatment was affirmed 
by a reviewing court. 

“A review of the many recently decided 
cases fails to disclose the bases for resolving 
the equities of the rates for the respective 
classes of service: i.e., commercial, residential 
and rural. Throughout the years the sub- 
sidization of rural telephone service through 
urban rates has been generally accepted prac- 
tice. The ever increasing movement of our 
population towards deurbanization and great- 
er usage by farmers is increasing the burden 
of this subsidization. The margin between resi- 
dential rates and commercial rates appears to 
have been dependent largely on what the traf- 
fic would bear for the latter. Quantitative ap- 
proximations of costs for the respective classes 
of service should be undertaken.” 

—Report of Committee on 
Rates of Public Utilities, 
Paul E. Weiland of Ohto, 

chairman, 


On Rate Increases 


€€ As commission members charged with the 

task of regulation, we too are aware of 
the fact that the rate increases authorized for 
major utilities in the postwar period have been, 
by and large, very nominal and at a minimum 
when compared to the increases which go to 
make up other living costs. 

“These attempts to incite public opinion 
against regulatory bodies and the utilities them- 
selves because of these necessary postwar in- 
creases have been, I regret to say, employed 
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by ill-advised or uninformed political candi- 
dates without regard to party. 

“Every regulatory group thoroughly dislikes 
the necessity for rate increases. We are, how- 
ever, mindful that our paramount responsi- 
bility is to see to it that the public receives 
the best service at the lowest reasonable rates 
possible.” 

—Justus F, CRAEMER, 
Member, California Public 
Utilities Commission, 


On Regulatory Procedure 


ahd be cooperation with the headquarters of 
the National Association, your commit- 
tee conducted a survey of the rules of prac- 
tice and procedure of the several state com- 
missions, which revealed the following situa- 
tion as of July 1, 1949: 


“Thirty-eight state commissions had rea- 
sonably complete rules of practice and pro- 
cedure, either promulgated by the commis- 
sion or embodied in statutes. 

“Three state commissions had incomplete 
rules of practice and procedure. 
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“Six state commissions had no rules of 
practice and procedure or followed court 
rules as a guide, and one state, at the date 
of the survey, had no regulatory commis- 
sion but now has such a commission, which 
was created in 1949, 


“The District of Columbia and the Terri- 
tories were not included in the survey.” 
—Report of the Committee 
on Regulatory Procedure, 
Everett C. McKeage of 
California, chairman. 


On the Rural Telephone Problem 


7 HAVE found from talking to owners of 
small rural exchanges, that you just 
can’t sell the service to rural users at rates 
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ranging from $4 to $5 for rural service. They 
would be satisfied with reasonably good serv- 
ice at a much lower rate. They do not demand 
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the best, such as dial service, but what they 
want is ‘adequate service and we are not con- 
vinced that it takes modern, expensive, dial 
equipment to furnish adequate service in rural 
areas.” 
—Ray C, Jones, 
Member, Oklahoma Corporation 
Commission, 


as BELIEVE that the various regulatory bodies 
could be of untold assistance to the pro- 
gram, if we were consulted in the matter of 
the investigation of loans. I know in Okla- 
homa we have a man in charge of our tele- 
phone department whom I consider highly 
competent. He is thoroughly familiar with 
every telephone exchange in Oklahoma. He 
knows the condition of the plant and also 
knows what it would take to put the plant in 
condition to render ‘adequate service’ and I 
am sure that he could be of inestimable as- 
sistance to the —- <r". of the RTA.” 
—Ray C. Jones, 
Member, Oklahoma C orporation 
Commission. 


hd 9, Vie had hoped that a separate adminis- 
tration would be established dealing 
purely with the telephone situation. I am of 
the opinion that most of you have found in 
the regulation of the utilities coming under 
your jurisdiction that there is a vast difference 
between the electric industry and the telephone 
industry. The layman, naturally, places both 
of them in the same category because both of 
them use poles and wires. But there, the sim- 
ilarity ceases. Therefore, it is, and will be 
hard for any administration whose primary 


duty it is to administer the REA procedure to 
reconcile the problems of the telephone indus- 
try with the problem of the power industry. 
However, Congress has seen fit to associate 
the two, therefore, we must take the situation 
as we find it with the hopes that there will ul- 
timately be a telephone minded organization 
within the REA. So far as we have been able 
to determine prior to the establishment of the 
RTA, advice was sought by Congress, and 
also by the Administrator, from large tele- 
phone concerns, representatives of large tele- 
phone utilities, and others whose training was 
based on the supervision of thousands of tele- 
phones instead of hundreds. Our problem, and 
no doubt yours at the present time, is not the 
large utility but the small utility.” 
—Ray C. Jones, 
Member, Oklahoma Corporation 
Commission. 


aba, be chief criticism will go, and I hope 
it will be taken as constructive criti- 
cism, to the following points: 

“1. The requirements are too elaborate and 
expensive to provide ‘adequate telephone serv- 
ice to the widest practicable number of users’ 
as contemplated by the act and within the lim- 
ited appropriation therefor. 

The various state regulatory commis- 
sions should be consulted in setting up the 
rules and regulations. 

“3. The various regulatory bodies have been 
ignored in the matter of the consideration of 
loan applications.” 

—Ray C. Jones, 
Member, Oklahoma Corporation 
Commission. 


7 
On Small Telephone Companies 


66 Finance the smaller telephone com- 
panies is a relatively serious problem. 
Much of their postwar plant rehabilitation, 
extension, and conversion to machine switch- 
ing has been temporarily financed by extend- 
ed credits from telephone-equipment manu- 
facturers and loans from local banks. Long- 
term funding of such obligations, or their 
conversion to capital stocks, is difficult and 
expensive because of the restricted money 
markets to which the smaller telephone com- 
panies have access. Federal assistance, in the 
form of long-term RFC guaranteed and REA 
outright loans, has made its appearance in 
some parts of ‘the country, whether for good 
or for bad from the point of view of the 
American economy. It is encouraging, how- 
ever, that some large-city banks have become 


interested in the financial problems of the 
smaller telephone companies in their areas of 
influence. Regulatory commissions can help 
in the solution of the problems by not insist- 
ing on standards that are inappropriate to the 
security issues of such companies. For ex- 
ample, certain issues, otherwise unacceptable, 
might be adequately safeguarded by placing 
restrictions on the amounts of dividends which 
may be paid on common stock so long as out- 
standing debt securities exceed a specified 
amount. Here, particularly, warranted rate 
increases should be allowed to become effec- 
tive without unreasonable delay.” 
—Report of Committee ion 
Corporate Finance, Harold 
A. Scragg of Pennsyl- 
vania, chairman. 
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On Statistics and Accounts 


“Ox ‘August 22, 1950, the Federal Power 
Commission adopted changes in its 
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tions of this committee. It is believed the 
changes will effect an improvement in the ac- 
counting of natural gas companies and meet 
the urgent need for appropriate account classi- 
fications and regulations for underground gas 


storage operations and inventories of gas 
stored underground.” 
—ReEport of Committee on 
Statistics and Accounts, 
A. R. Colbert of Wiscon- 
sin, chairman. 


7 
On Telephone Service 


€¢Duanr expansion programs are still pro- 
gressing but not at the tempo of earlier 
periods, but substantially over pre-World War 
II levels. Major defense requirements are 
placing new demands on the industry, particu- 
larly on long-distance service. Dial conversions 
are still continuing. 

“Management of both small and large com- 
panies is concerned with the pending corporate 
tax programs as well as the continuation of the 
Federal excise tax and its effect on telephone 
user costs. 

“Commissions throughout the nation have 
found it necessary to grant rate increases dur- 
ing the immediate past to meet increased costs. 


Many commissions still have applications pend- 
ing before them.” 
—Justus F, CRAEMER 
Member, California Public 
Utilities Commission. 


CCT anor wage increase demands are at issue 
in this industry in many areas of the 
nation. Some have already been granted— 
others are pending. Since approximately 50 
per cent of the dollar revenue goes to wages 
it becomes an important item in operating 
costs.” 
—Justus F, CRAEMER, 
Member, California Public 
Utilities Commission. 


e 
On Valuation 


CON A ere such [property record] systems 
have been established, utilities which 
first opposed the plan have come to see the 
importance of the data thus provided and have 
generally given wholehearted cooperation to 
the state commission representatives. Progress 
in this field has also been encouraged by the 
use which has been made of well-kept con- 
tinuing property records in compiling reports 
required by agencies of the Federal govern- 
ment. 

“The development and maintenance of ade- 
quate continuing property records for small 
utilities is difficult because of the lack of 
trained engineering and accounting personnel 
on the utility staffs. However, the problem of 
determining a proper rate base for a small 
utility is less complicated and the lack of re- 
liable records . . . of less vital importance.” 

—Report of the Committee 
on Valuation, Samuel 
Bryan of Wisconsin, chair- 

man. 


C6 Penne the progress of the field inven- 
tory a record should be made by loca- 
tion, size, and company or serial number of 
units such as meters and transformers. The 
material cost of such units may be obtained 
from company records, and loaded installation 
costs appropriate to the setting date can be 
obtained through analysis of installation rec- 
ords. Frequently the complete cost of such 
units as above determined is transferred to an 
appropriate equipment card. All cards cover- 
ing equipment which has been retired in the 
past and also that which is being currently re- 
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tired should be retained in a dead file for the 

purpose of accumulating data for life studies 

in connection with depreciation problems. At 

any time after the records are complete the 

summation of the cards of active equipment 

will permit a determination of the number of 

units currently on hand and of the original 
cost of said units.” 

—Report of the Commit- 

tee on Valuation, Samuel 

Bryan of Wisconsin, chair- 

man, 


6OTrue development of appropriate material 
costs for inventory units is a relatively 
simple operation, but the determination of 
proper labor costs is unfortunately much 
more involved. The basic difficulty lies in the 
determination of the number of man-hours 
required to perform a given operation. An 
analysis of an adequate work order system will 
permit the determination of this factor within 
close limits. Unfortunately the records of 
many utilities, particularly the early records, 
make no pretense of separating construction 
charges from operating and maintenance 
charges and frequently fail to identify the 
extent of the work performed. In spite of this 
fact it is usually possible to pick out specific 
jobs throughout the history of the company 
where it is clear that only construction activi- 
ties are involved and where the inventory of 

work done is reasonably definite.” 
—Report of the Committee 
on Valuation, Samuel 
Bryan of Wisconsin, chair- 

man, 
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The March of 


Events 


In General 


NARUC Meeting and Election 


Me than 500 members of the Na- 
tional Association of Railroad and 
Utilities Commissioners, gathered for 
the association’s sixty-second annual 
convention in Phoenix, Arizona, last 
month, heard ranking members of the 
organization sharply criticize continued 
Federal encroachment in the fieid of 
utility regulation. 

Retiring NARUC President Harry 
M. Miller, of Ohio, opened the attack 
with denunciation of Federal Power 
Commission invasion of state regulatory 
functions, particularly in the field of 
natural gas distribution. 

Walter R. McDonald, of Atlanta, 
Georgia, the association’s retiring solici- 
tor general, concurred in the views ex- 
pressed by Miller, and declared the 
Federal government has “usurped” 
rights of the states in almost the entire 
area of utility regulation. 

Perhaps the most severe criticism of 
the Federal attitude came from Chair- 
man Benjamin F. Feinberg of New 
York. He called for a “complete” revi- 
sion of Federal legislation governing 
utility regulation, and denounced the 
FPC as a “real intruder” that marches 
toward “complete domination” of local 
utility operations. 

FPC Chairman Mon C. Wallgren, a 
guest at the convention, defending the 
commission’s methods of regulating 
utilities, told newsmen that attacking the 
FPC is “an old, stereotyped story,” but 
that FPC “simply follows the mandate 
of Congress in executing the law.” He 
added that he thought the newsmen 
would find most of the objections to the 
commission originate not with the 
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states, “but with the utilities them- 
selves.” 

The report of a special NARUC com- 
mittee, headed by Matt L. McWhorter, 
of the Georgia commission, sharply 
etched Federal-state differences. This 
group, which has been cooperating with 
the Federal Communications Commis- 
sion on telephone regulatory problems, 
differed sharply with FCC Commission- 
er Paul A. Walker over the proposal for 
classifying telephone plant, as used in 
intrastate or interstate commerce. 

Concerned over the growing disparity 
between intrastate toll rates and inter- 
state long-distance rates (subject to the 
FCC), the state commissioners pro- 
posed that the “Separations Manual” of 
1947 be revised, so as to fix rates on a 
straight mileage and conversation-min- 
utes basis. This, they said, would shift 
about $200,000,000 in telephone plant 
from intrastate to interstate investment, 
and tend to lower intrastate rates and 
raise interstate rates. Commissioner 
Walker said the FCC “could not con- 
sent” to this. State members promptly 
registered their “disappointment” at the 
commission’s stand. 

The “adoption” of a special tax com- 
mittee’s report asking Congress not to 
burden the utilities with an excess prof- 
its tax marked a new departure in 
NARUC procedure. Heretofore it has 
been “traditional” with the organization 
to “accept” committee reports without 
endorsement. By a divided vote, the tax 
report drafted by Commissioner Justus 
F. Craemer, of California, was adopted. 
J. H. Hessey, chairman of the Maryland 
commission, said that NARUC spokes- 
men before Congress had a right to 
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know whether they had the association 
“behind them.” 

Officers elected for the ensuing year 
were: George H. Flagg, of Oregon, 
president; J. C. Darby, of South Caro- 
lina, first vice president ; and Eugene S. 
Loughlin, of Connecticut, second vice 
president. The new NARUC solicitor 
general, succeeding Walter R. McDon- 
ald, of Georgia, will be John P. Ran- 
dolph of the Missouri commission. (See 
page 896 for a detailed report on “What 
the State Commissioners Are Thinking 
About.” ) 


NRA Raps Federal Controls— 
Elects Officers 


——— in its nineteenth annual 
convention in Seattle, Washing- 
ton, last month, the National Reclama- 
tion Association sharply criticized pres- 
ent methods of the Federal government 
in developing water resources and 
brought forth its own so-called “man-on- 
the-land” plan for water developments, 
including hydroelectric power, which 
would establish the “reclamation” dis- 
trict as the basic unit in land or water 
development, as well as the primary 
source of authority. 

The use of compacts between states, 
as distinguished from federally admin- 
istered authorities, was endorsed as the 
best means for reclamation and power 
developments. NRA President Harry 
E. Polk, of Williston, North Dakota, de- 
clared interstate compacts, carried out 
through interstate commissions, “a most 
significant move in the right direction” 
and “another real knockout blow to 
valley authorities.” He said that the 
opposition of NRA “has contributed 
materially to stemming the tide of regi- 
mentation and socialistic control over” 
water resources development. 

The so-called man-on-the-land pro- 
gram was put forward by the NRA 
Basin Development Committee, headed 
by Marshall N. Dana, of Portland, 
Oregon. 

In addition to establishing the rec- 
lamation district as the basic unit of 
authority, the plan calls for withdrawal 


of the Federal government as “owner 
and administrator” when contractual ob- 
ligations of reclamation projects have 
been satisfied. Under the plan, associa- 
tions and reclamation districts would be 
formed under state law, while interstate 
basin development would be admin- 
istered through interstate compacts. 

Reclamation Commissioner Michael 
W. Straus struck back at NRA opposi- 
tion to Federal development. Address- 
ing the meet, Straus singled out two 
state affiliates of NRA—in Texas and 
California—as well as “certain members” 
of the NRA legislative committee, be- 
cause they had appeared before Con- 
gress in opposition to legislation spon- 
sored by the Reclamation Bureau. He 
said that such conflicts had “stranded” 
in Congress 17 projects totaling $1.5 
billion, including the Hell’s Canyon dam 
on the Snake river and Bridge Canyon 
dam on the Colorado river (the Central 
Arizona project, now authorized by the 
Senate, but stymied in House Public 
Lands Committee). 

Representative Wayne N. Aspinall 
(Democrat, Colorado), one of the con- 
vention speakers, criticized the Reclama- 
tion Bureau for failure to give Congress 
accurate or definite costs of its projects. 
The Bureau of Reclamatior should ad- 
minister the laws and leave policy- 
making to Congress, Aspinall declared. 

Other prominent speakers included 
Senators Guy Cordon (Republican, 
Oregon) and Arthur V. Watkins (Re- 
publican, Utah). Senator Cordon de- 
scribed the interest component provi- 
sions of the recent O’Mahoney amend- 
ment (Columbia Basin Account) to the 
recently passed public works bill as 
“fantastic beyond belief,” while Senator 
Watkins spoke in favor of the MOL 
plan, with some minor reservations. 

In this connection, Senator Watkins 
stated to a member of the ForTNIGHTLY 
staff that he will introduce into the 82nd 
Congress a modified version of his bill, 
S 3376, described in some detail by the 
Senator in his article, “Home Rule and 
Home Ownership for Federal Multi- 
purpose Projects,” in the November 9th 
issue of the ForTNIGHTLY. He said that 
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before drafting the new measure he will 
consult with NRA leaders and Senators 
and Representatives from various sec- 
tions of the country. He added that the 
new measure would retain the basic 
principles of S 3376. 

At the conclusion of the 3-day 
meet, the association re-elected all of its 
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officers and directors with the exception 
of two of the latter who had resigned for 
reasons of health. L. E. Coles, a director 
from Oregon, was named to succeed 
Omar C. Spencer of that state, and Lloyd 
Miller, a director from Washington, was 
named to succeed Ross Morris, also of 
Washington. 


Arizona 


Utility Right-of-way Leases 
Voided 


“noe state land commissioner has 
ordered canceled leases covering 
hundreds of acres of state-owned lands 
rented to utility companies for use as 
rights of way for pipelines and transmis- 
sion facilities. The action came after 
discovery by the commissioner that state 
property had been transferred without 
bids as required by law. 

Among the first cancellations were 
leases covering 30 to 40 miles of rights 
of way issued to the El Paso Natural 


Gas Company for its southern Arizona 
pipeline. El Paso is reported to have 
agreed to release the property at a rental 
300 per cent above that paid under terms 
of the original agreements. 

Most of the questioned leases were let 
by the state agency in the past twelve 
or fifteen years. Under the state Consti- 
tution and the Arizona Enabling Act, 
lands leased for periods in excess of ten 
years (oil leases excepted) must be 
publicly advertised. Most of the right- 
of-way leases had been granted on a 
“perpetual” basis. 


California 


PG&E Completes New Gas Line 
Bbw Pacific Gas and Electric Com- 


pany’s so-called super-inch natural 
gas pipeline, linking the San Francisco 
bay area with west Texas, has been 
completed and will go into operation 
early next month. 

Upon completion of testing of valves 
and pumping stations, the new line will 
have a daily delivery capacity of 150,- 
000,000 cubic feet. 


PG&E built the 501-mile section of 
the 34-inch line from Milpitas, south of 
Oakland, to Topock, Arizona, where it 
connects with lines of the El Paso Nat- 
ural Gas Company. 

This is the second natural gas line 
between Texas and California. The 
first, referred to as the “biggest inch,” 
stretches from Texas alongside the new 
line as far as Salome, Arizona. From 
that point it goes to southern California. 


Colorado 


C-W to Expand Facilities 


ghee Colorado-Wyoming Gas Com- 
pany, of Denver, recently applied 
to the Federal Power Commission for 
authority to construct pipe-line facilities 
to make natural gas available to several 
towns in the state, to replace certain 
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existing lines with larger-sized pipe, 
and to abandon, salvage, or sell certain 
other facilities. 

C-W proposes to construct lateral 
lines and meter stations in order to sup- 
ply natural gas for resale to the Public 
Service Company of Colorado for the 
towns of Westminster, Eastlake, Lafay- 
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ette, Louisville, Campion, and an unin- 
corporated area known as Mount Olivet. 
In addition, C-W would supply the 
Greely Gas & Fuel Company with nat- 
ural gas for resale to the towns of Pierce, 
Nunn, and Platteville. 

Other phases of the proposed project 
include installation of an additional 2,- 
400-horsepower at C-W’s Mesa com- 
pressor station; replacement of approxi- 
mately 1.5 miles of the Fort Warren 
lateral with larger-size pipe and the 
relocation of the Fort Warren meter 
station ; the replacement of approximate- 


ly four miles of the present 4-inch Golden 
lateral with 8-inch pipe and the sale of 
the 4-inch line to Public Service of Colo- 
rado; the abandonment and salvage of a 
portion of C-W’s Arvada compressor 
station ; and the sale of all facilities south 
of the Arvada station and north of the 
present Arapahoe meter station to PSC. 
Estimated total capital investment of 
the proposed project is $771,850. But, 
total requirements are estimated at 
$229,756, making a net property increase 
of $542,094 by the end of 1952, when 
the construction would be completed. 


District of Columbia 


Gas Rate Opponent Honored 


N attorney and examiner for the 
Interstate Commerce Commission, 
acting as a private citizen, has been 
awarded The Evening Star trophy for 
“outstanding citizenship” in blocking a 
rate increase for the Washington Gas 
Light Company. He is Vernon V. 
Baker, chairman of the Federation of 
Citizens’ Associations’ public utility 
committee. 

Baker filed suit in the United States 
District Court to enjoin the utility from 
putting into effect a $750,000 rate in- 
crease granted by the utilities commis- 
sion. The case is now pending before 
the U. S. Court of Appeals since Dis- 
trict Court Judge T. Alan Goldsborough 
set aside the increase last June. The 
company is impounding funds collected 
under the increase in case it should lose 
the appeal. 

The citation said that Baker’s con- 
tribution of time and skill in the public 


interest far exceeded the requirements 
of a committee chairman, and that he 
appealed the PUC order increasing the 
gas rates to the district court for the 
federation in his own name as a con- 
sumer of gas. 

In the meantime, the federation has 
voted to intervene in the Washington 
Gas Light Company’s case before the 
Federal Power Commission involving 
new natural gas rates the Atlantic Sea- 
board Corporation is asking authority 
to charge WGL. 

WGL has contended the rate increase 
proposed by Seaboard would total $1,- 
000,000, but Seaboard has replied that 
the correct figure would be $400,000. 

If FPC grants the increase asked, 
WGL said it would have to appeal to the 
District of Columbia PUC for an in- 
creased rate to gas consumers. This 
would be in addition to the $750,000 in- 
crease already authorized by the PUC 
and now pending before the U. S. Court 
of Appeals. 


Georgia 


To Enlarge Gas Course 

As fuel industrialists from the 

Southeast and Middle West met in 
Atlanta recently to perfect plans for the 
enlargement of the course in gas-fuel 
technology in progress at the Southern 


Technical Institute in near-by Chamblee. 

Plans discussed included the opening 
of a $100,000 gas-fuel laboratory in the 
near future; the increase in the number 
of scholarships available to students ; and 
the establishment of a loan fund to en- 
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able students to complete the 18-month 
course. 

Upon completion of the course, the 
gas-fuel industrialists promise imme- 
diate employment to the graduates. In 
Georgia alone, it was said at the meeting, 
there are now openings for between 
seventy-five and one hundred of these 
technologists at starting salaries of $250 


a month. A similar situation, it was 
stated, prevails in nearly every state in 
the Union. 

There are now forty-six students in 
the gas-fuel technology course at STI, 
which will turn out its first four gradu- 
ates in March. Present plans contem- 
plate increasing the number of students 
to one hundred and fifty at an early date. 


Kentucky 


Louisville Electric-gas 
Rates Down 


HE state public service commission 

has approved electric rate reduc- 
tions which will save customers of the 
Louisville Gas & Electric Company an 
estimated $348,000 annually, while an 
approved 11 per cent increase in gas 
rates will, paradoxically, save gas cus- 
tomers approximately $240,000 a year. 
This comes about because the company, 
on December Ist, changed over from 


mixed gas of 900 stu to natural gas of 
1,030 Bru. 

The electric rate reduction, the sixth 
the company has made since 1934, will 
give consumers of Louisville and Jeffer- 
son county the lowest electric rates of 
any of the 82 cities of more than 100,000 
population served exclusively by tax- 
paying privately owned utilities, accord- 
ing to Clifford E. Smith, general coun- 
sel for LG&E. He added that the Louis- 
ville rates now compare favorably with 
Tennessee Valley Authority rates “in 
TVA’s own territory.” 


Massachusetts 


Taxes, Not Power Costs 
Hurt Industry 


H™: taxes rather than electric power 
costs are to blame for industry 
leaving the Bay state, according to 
Thomas M. Joyce, counsel for the 
Massachusetts Gas and Electric Asso- 
ciation. 

Appearing recently before a legislative 
committee which is studying the possi- 
bilities of developing more hydroelectric 
power in Massachusetts, Joyce said: 


This whole subject of hydroelec- 
tricity is not an economic issue, but a 
political issue, capitalized on by poli- 
ticians of both parties and long- 
haired professors who have little else 
to do. 


“Any further development at this 
time,” Joyce added, “would not be 
economically feasible because to do so, 
large areas of land would have to be 
flooded at a great economical loss to the 
people of the state.” 


Minnesota 


Transit Bankruptcy Forecast 
| gemcenge bankruptcy—or at least a 

very gloomy future — was recently 
forecast for the Twin City Rapid Transit 
Company, serving the cities of St. Paul 
and Minneapolis. 


Harry Fiterman, Minneapolis tax 
consultant, in a _ recent “impartial 
analysis” of the company’s position, de- 
clared he has no personal stake in the 


“present transit disputes,” but is “in- 
terested only in seeing the public and 
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interested parties treated fairly.” 
Fiterman, who has made private and 

government studies of public utilities for 

twenty years, said unless the company 


management recognizes needed changes 
for a modern transportation system, it 
will sooner or later find itself in receiver- 
ship or bankruptcy. 


* 
Nebraska 


Oil and Gas Regulation Needed 


{L and gas production in the Corn- 

husker state has reached the point 
where some degree of regulation is re- 
quired in the public interest. This was 
the recent decision of a state legislative 
committee which recommended that the 
regulation of the state’s new industry be 
placed in a suggested “Department of 
Resources” to be given the following 
authority : 

1. To require each producer of oil and 
natural gas in the state to report the 
production or operation of each well. 

2. To prescribe rules for disposal of 
waste materials, and provide state super- 
vision of disposal under these rules. 

3. To make studies of regulatory and 
conservation practices in Nebraska and 


other states to improve conservation and 
protect rights of property owners. 

The committee also recommended a 
severance or excise tax on production of 
oil or natural gas, stating “we have to 
pay the cost of administering the laws of 
the state pertaining to such production.” 


Would Legislate on Valley 
Authorities 


ee Senator Ed Lusienski (Non- 
partisan), of Columbus, has an- 
nounced that he will introduce during 
the 1951 legislature, convening next Jan- 
uary 15th, a “state’s rights bill,” which 
would prohibit the Cornhusker state 
from participating in any Federal 
authority, such as a Missouri Valley 
Authority, without full approval of the 
state government. 


New Mexico 


Utility Sale to Co-op 
Authorized 
Se of the Stonewall Electric Com- 


pany, heretofore owned by the Pub- 
lic Service Company of New Mexico 


and operating in Santa Fe, Torrance, 
and Socorro counties, to the Central 
New Mexico Electric Codperative has 
been authorized by the state public serv- 
ice commission. Chairman W. W. 
Nichols said the sale price is $90,000. 


Pennsylvania 


PUC Members Get Pay Raise 


be State Justice Department re- 
cently authorized a $4,000-a-year 
salary increase for four members of the 
public utility commission and a $4,500 
increase for the chairman. Attorney 
General Charles J. Margiotti ruled that 
a pay increase passed by the general as- 
sembly on March 31, 1949, should apply 
to the five present commissioners. 

The legislature increased the annual 
salary for Chairman John Siggins, Jr., 
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from $10,500 to $15,000, and from $10,- 
000 to $14,000 for the four other mem- 
bers. Siggins’ 10-year term expires 
March 31, 1951. 

Other commissioners are Harold A. 
Scragg, who serves until 1955; B. Frank 
Morgal, who serves until 1957; Henry 
Houck, who serves until 1953; and John 
B. Conly, who serves until 1959. An 
estimated $7,500 in back pay is due the 
chairman and $6,660 each for the com- 
missioners. 
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Lack of Commission Record Prevents Proof 
As to Basis for Order 


oF Colorado commission dismissed 
a complaint by motor carriers 
against operations of another motor car- 
rier holding authority granted by the 
commission in 1941. The complainant 
said that the certificate of convenience 
and necessity granted broader authority 
than was supported by the evidence and 
findings of the commission. He asked 
that the decision on the grant of the cer- 
tificate be amended. 

The burden of proof was said to be 
on the complainant to establish the 
truth of the allegations and to give the 
commission a clear picture of the situa- 
tion in the territory in controversy, and 
this burden had not been sustained. Both 
the commission and the complainants 
were confronted by an obstacle explained 
by the commission as follows: 


We regret that we do not have the 
benefit of the evidence and proceed- 
ings at the original hearing but same 
is not available. Walter Clary, the of- 
ficial reporter who took the hearing, 


is now deceased, and we have been un- 
able to find any other reporter or 
stenographer who can read Mr. 
Clary’s notes, nor was any member of 
the present commission a member of 
the commission as constituted at the 
time of the former hearing. 

Truman A. Stockton, Jr., who now 
appears as attorney for complainant, 
appeared at the original hearing in be- 
half of the Common Carrier Division 
of The Colorado Motor Carriers’ As- 
sociation, and received a copy of Deci- 
sion No. 17136 on May 18, 1941. 
Whether the complainants, or any of 
them were members of said association 
at that time, or whether, if such mem- 
bers, they were bound by Mr. Stock- 
ton’s appearance, are questions we are 
not called upon to decide. We do not 
have the benefit of any testimony of 
Mr. Stockton relative to the proceed- 
ings at the original hearing. 


McElfresh et al. v. Light (Case No. 
5006, Decision No. 35528). 


7 


Accounting Authority of Federal Power Commission 
Not Limited by State Powers 


HE United States Court of Appeals 

for the District of Columbia affirmed 
orders of the Federal Power Commission 
requiring the Arkansas Power & Light 
Company, a licensee public utility, to 
record certain adjustments in its basic 
corporate accounts. The company and 
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its parent corporation, together with the 
Arkansas Public Service Commission, 
had contended that because the company 
was subject to inconsistent accounting 
requirements of the Arkansas commis- 
sion, the Federal Power Commission’s 
order was invalid. 
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The law is settled to the contrary, said 
the court. The Federal Power Commis- 
sion’s authority over accounts of its 
licensees, it was said, covers basic ac- 
counts and does not end where state 
authority begins, although if a state 
wishes to require the keeping of a 
separate set of books no doubt it can 
do so. 

The commission, in Re Arkansas 
Power & Light Co. (1949) 80 PUR NS 
193, had disallowed as a proper book 
charge amounts paid for such intangibles 
as elimination of competition, keeping 
other holding companies out of the gen- 
eral service area, obtaining franchises, 
and obtaining territorial rights. The 
commission had also disapproved adjust- 
ments to the company’s depreciation re- 
serve upon the sale of ice and water 
departments. 

The Arkansas Department of Public 
Utilities, in (1944) 55 PUR NS 129, 
had ruled that an item should not be 
stricken from a public utility’s accounts 
merely because it was classified as an 
intangible asset. 

The conflict between the Federal and 
state jurisdictions had previously come 
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before the Federal courts in Arkansas 
Power & Light Co. v. Federal Power 
Commission (1946) 64 PUR NS 193, 
156 F2d 821, reversing a decision in 
(1945) 61 PUR NS 474, 60 F Supp 907, 
which dismissed a suit for a declaratory 
judgment to determine the question of 
jurisdiction over accounting. In the 
present case Circuit Judge Miller, dis- 
senting, said that he thought the decision 
of the majority was incorrect for the 
reasons given in the earlier court deci- 
sion mentioned, although it was true 
that this decision was reversed by the 
Supreme Court in Federal Power Com- 
mission v. Arkansas Power & Light Co. 
(1947) 330 US 802. He noted that re- 
versal was by a per curiam opinion which 
based the reversal on the ground that 
the respondent had failed to exhaust its 
administrative remedies. He said that 
following that reversal the Arkansas 
Power & Light Company exhausted its 
administrative remedies and came before 
the court with the same contentions as 
before. Arkansas Power & Light Co. 
and Middle South Utilities, Inc. v. Fed- 
eral Power Commission (Nos. 10276, 
10278). 


Municipal Water Plant Has All Utility Obligations 


MUNICIPALITY’S objection to an ap- 
plication for an order requiring its 
water plant to provide a factory with a 
second source of water was overruled by 
the Wisconsin commission. 

The municipality first contended that 
it was not a public utility under com- 
mission jurisdiction. The commission 
ruled that in operating the water plant 
the municipality acted “in a proprietary 
and not a governmental capacity” and 
was a public utility with the same obli- 
gations and duties as nonmunicipal 
utilities. 

To a protest that the factory had not 
complied with regulations pertaining to 
applications for service and the execution 
and filing of a bond, the commission re- 
plied that the municipal water depart- 
ment had informed the factory that no 
service would be extended to it because 
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some of its buildings were outside city 
limits. Further, it did not appear from 
the record that the decision to refuse 
service was in any way based upon the 
absence of an application or a bond. Un- 
der such circumstances, the commission 
continued, “it may be doubted whether 
the city can now urge noncompliance 
with these requirements, if there was 
any, as a basis for denying the request of 
the company.” 

No argument was raised as to the cost 
of the connection, since the company had 
from the beginning agreed to bear the 
entire cost. 

The commission decided that the mu- 
nicipality’s obligation to render reason- 
ably adequate service included the extra 
connection requested by the factory. 
Prior to the application, the factory had 
but one source of water for fire protec- 
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tion. If a fire occurred at a time when 
this main was broken or closed down, 
the sprinkler systems in the buildings 
would not work. The need for a stand-by 
supply of water was found to be a real 
one. 

Finally, the commission dismissed any 
notion that the municipality would be 


7 


prejudiced by rendering out-of-city serv- 
ice. 

Since the city already supplied these 
same out-of-city buildings by another 
main, its rendering stand-by service from 
another source would in no way change 
its position. Town of Milwaukee v. City 
of Milwaukee (2-U-3228). 


Court Approves Working Capital, Expense, and Return 
Allowances, Reduces Rate Base 


a supreme court of Ohio, on hear- 
ing an appeal by six municipalities 
from a commission order awarding a 
statewide telephone company a rate in- 
crease, modified that part of the commis- 
sion order pertaining to the determina- 
tion of the rate base and affirmed the 
order as so modified. 

The court overruled the municipali- 
ties’ objections to a $4,500,000 work- 
ing capital allowance. They claimed 
that because the utility collected for ex- 
change service in advance, these sums 
should satisfy its cash needs for current 
expenses. The evidence did not support 
such claim, the court said, since toll serv- 
ice is not paid for in advance and since 
the history of the company clearly estab- 
lished that the average working cash re- 
quired was substantially in excess of 
the average monthly expenses. The 
commission’s action in making its allow- 
ance equal one-twelfth of the amount of 
operating expenses less operating taxes 
and annual depreciation charges was 
considered proper. 

The court conceded the municipalities’ 
claim that in a telephone rate proceeding, 
in which the operating company is one 
of a group of subsidiaries of a nation-wide 
parent company, the contracts, arrange- 
ments, and interlocking relationships be- 
tween the operating company and its 
parent are matters to be scrutinized with 
a view toward ferreting out any ex- 
ploitation of the operating company at 
the expense of the ratepayers. However, 
the court continued, the mere existence 
of such relationship is not proof of un- 
fairness, or that unjust advantage is be- 
ing taken of the company or subscribers. 
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The court refused to upset the com- 
mission’s determination that the prices 
paid by the company to its affiliated sup- 
plier of equipment were reasonable and 
proper, affirmed the commission’s allow- 
ance as an operating expense of the one 
per cent of gross revenue license pay- 
ment to the company’s parent, and agreed 
with the commission’s approval of 
pension expenses. 

The commission’s use of the “repro- 
duction cost new less depreciation” for- 
mula for determining the value of the 
utility’s physical property other than 
land was described as obligatory by vir- 
tue of a state statute. 

The one point of difference between 
the commission and the court was on 
what the court described as “one of the 
most vital controversies in the case,” the 
matter of depreciation reserve. 

The court ruled that it is not neces- 
sary in maintaining a proper depreciation 
reserve that there should be at all times 
an equivalence between the fund and 
the accrued depreciation of the utility 
property throughout its service life. 
However, such fund should be set up to 
provide an annual sum which, on a 
straight-line basis, would provide for the 
ultimate retirement of plant investment 
and in the meantime take care of all 
proper contingencies. 

In this case the court found that the 
depreciation reserve which the company 
had set up was some $37,500,000 in 
excess of its accrued depreciation. The 
court recited in detail the commission’s 
finding that this accrual was not exces- 
sive, and then said: 


In view of the finding of the com- 
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mission as to facts relating to this 
phase of the controversy, this court 
cannot substitute its judgment for 
that of the commission. 


In considering the commission’s find- 
ing as to rate base, the court employed 
its knowledge as to the apparent excess 
in the depreciation reserve as a basis for 
modifying the value. The record undis- 
putably showed that the company had 
expended the entire amount of the de- 
preciation reserve for capital improve- 
ments and that this sum, as reflected in 
the property assets of the company, was 
treated as part of the rate base. 

The court expressed this opinion in 
considering the cities’ claim that the ex- 
cess should be excluded from the rate 
base : 

... that there is merit to the conten- 
tion of the cities in this respect to the 
extent that the value of the capital as- 
sets of the company have been aug- 
mented by new property purchased by 
the conversion of such portion of th2 
depreciation reserve fund as was in 


REGULATION 


excess of the amount of that portion of 
such fund as represented the actual or 
accrued depreciation of the property, 
such excess fund so invested being 
approximately $37,555,808. 


The court, by way of explanation, pro- 
ceeded to say that depreciation reserve 
to the extent that it equals the present 
or accrued depreciation of utility prop- 
erty may properly be invested in new 
plant which will be included in the util- 
ity’s rate base. But such depreciation 
reserve to the extent that it exceeds pres- 
ent or accrued depreciation may not be 
invested in new or additional property 
or be computed as part of the company’s 
rate base. 

The court, as a result of these findings 
as to depreciation reserve, directed that 
the company’s rate base be reduced by 
$37,500,000 and by inference directed 
that rates be slightly reduced so that 
the company would receive a return 
of 5.67 per cent on this reduced rate base. 
Columbus et al. v. Public Utilities Com- 
mission et al. 93 NE2d 693. 


e 


Amortization Reserves Prescribed for Power Project Licensee 


HE Federal Power Commission 

directed Niagara Falls Power Com- 
pany to set aside, in an amortization re- 
serve, a sum representing one-half of its 
earnings in excess of 6 per cent from 
normal operation of one of its hydro- 
electric projects. The “offset” method of 
setting aside the reserves was prescribed. 
This method provides that when earn- 
ings fall below 6 per cent, no further 
credits to the reserve shall be made until 
the deficiencies have been made up in 
subsequent years out of earnings exceed- 
ing that per cent. 

The Federal Power Act requires cal- 
culations to determine whether actual 
earnings exceed the specified rate of re- 
turn upon the net investment of a power 
project licensee. The commission held 
that original investment should be re- 
duced by the amount of accrued depre- 
ciation. It pointed out that depreciation 
is an operating cost collected from rate- 


payers. To fail to reduce investment by 
accrued depreciation would cause the 
ratepayers to pay for the return of de- 
preciated investment repeatedly. 

The commission held that the average 
net investment during the period of op- 
erations from which earnings were de- 
rived must be used in determining the 
return. Neither net investment at the 
beginning of the period nor at the end 
of that period could properly be used. 
Although the act did not provide for a 
working capital allowance, the commis- 
sion did recognize it. A fair allowance 
for working capital, in addition to net 
investment, is required by sound regula- 
tory policies, the commission said. 
Working capital allowance is legally re- 
quired not because of express statutory 
or license language but because it is fair 
and proper, according to the Federal 
commission. 

The commission has reasonable dis- 
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cretion to fix a return to be used to meas- 
ure the amount of surplus earnings to be 
put in the amortization reserves. Fur- 
thermore, the act leaves to the commis- 
sion’s discretion the proportion of sur- 
plus earnings to be credited to the amor- 
tization reserves. The commission con- 
sidered it significant that Congress, in 
determining the amounts to be set aside 
in the amortization reserve, did not pro- 
vide that earnings in excess of a fair rate 
of return should be the basis of the com- 
putation, but rather, earnings in excess 
of a specified reasonable rate of return 


e 


which was required to be set forth in the 
power project license. It decided that 
adoption of the “offset” method for the 
reservation of profits in the amortization 
reserve was fair and reasonable. 

The commission said that, although 
other power project licensees were not 
involved in this proceeding, it expected 
that the principles stated in this case 
would be consistently followed in the 
determination of amortization reserves 
for other licensees. Re Niagara Falls 
Power Co. (Project No. 16, Opinion No. 
200). 


Regulations Permitting Phone Service Denial for Gambling 
Ruled Constitutional and Reasonable 


A COMPLAINT by several subscribers 
against identical regulations of 
the Chesapeake & Potomac Telephone 
Company and the American Telephone 
and Telegraph Company regarding the 
use of telephones for unlawful purposes 
was dismissed in an initial decision by 
an examiner of the Federal Communica- 
tions Commission. A complaint to the 
District of Columbia commission by the 
same subscribers against a similar regu- 
lation of Chesapeake & Potomac had 
been dismissed about a year ago, in 80 
PUR NS 76. 

The regulation provides for service 
discontinuance when the company re- 
ceives notice of unlawful use from a law 
enforcement agency acting within its 
jurisdiction. 

The present proceeding was simpli- 
fied by an agreement between the sub- 
scribers and the utilities on a statement 
of facts. This stipulation was obtained 
at a conference arranged by the com- 
mission. 

The facts are simple. The subscribers 
received a letter from the local phone 
company which stated that their tele- 
phone would be disconnected and service 
discontinued pursuant to a request by the 
United States attorney for the District 
of Columbia, who had notified the com- 
pany that he had evidence that the phone 
was being used in violation of gambling 
statutes. The subscribers challenged the 


constitutionality of the regulation and 
denied that it was just and reasonable as 
required by the Communications Act of 
1934. 

The companies questioned the applica- 
bility of the Fifth and Fourteenth 
Amendments to the Federal Constitu- 
tion to the case at hand. These amend- 
ments, they urged, are designed to pro- 
tect individuals from arbitrary action of 
the Federal and state governments and 
to insure them of due process of law. 
They contended that the due process 
clause does not apply to actions of a 
private corporation. 

Such tariff regulations, upon approval 
by the commission, were said to have the 
same force and effect as regulations orig- 
inated by the commission and conse- 
quently are covered by these amend- 
ments. 

The next question decided was 
whether a subscriber’s right to tele- 
phone service is a property right which 
is entitled to the protection of the “due 
process” clause. It was ruled that this 
right arises out of those provisions of the 
Communications Act which require 
telephone companies to serve the public 
without undue or unreasonable prefer- 
ence. Since this right may be limited by 
just and reasonable tariff regulations, it 
was concluded that a subscriber has no 
unqualified vested property right to 
telephone service. 
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It was then pointed out that even if a 
subscriber were considered as possessing 
a vested property right, a complaint on 
constitutional grounds could be made 
only if the company’s action in cutting 
off service left the subscriber without 
any recourse. Such was not the case 
here, since the subscriber could make 
complaint to the court, and in fact had 
already done so. 

The subscribers argued that they were 
entit! J to a hearing before their service 
was discontinued and that their right to 
seek judicial relief after the telephone 
company had acted did not satisfy the 
procedural requirements of the due 
process clause. This argument was dis- 
posed of by a statement that “due 
process” does not require that a hearing 
be had before discretion is exercised, but 
only that there be opportunity for a 
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hearing at some stage of the proceeding 
at hand. 

Finally, in dismissing the charge that 
the regulations were not “just and rea- 
sonable” as required by the Communica- 
tions Act, the regulatory authority made 
the following points: 

(1) It is well settled that a telephone 
company cannot be compelled to furnish 
service which the company has reason- 
able cause to believe will be used in fur- 
therance of illegal enterprises. 

(2) The company may rely on in- 
formation supplied it by a law enforce- 
ment agency as to such matters and will 
be considered as having “probable 
cause” for discontinuance upon receiving 
advice from a law enforcement agency 
as to the unlawful use of service. Katz 
v. American Teleph. & Teleg. Co. et al. 
(Docket No. 9500). 


e 


Other Important Rulings 


AN electric company was ordered by 
the Wisconsin commission to ex- 
tend steam-heating service to a hotel 
corporation upon a showing that the 
hotel had a reasonable need for the serv- 
ice, that it was located in the utility’s 
service area, that the company had never 
obtained authority to abandon its obliga- 
tion to serve the area, and that the 
company had facilities to render the serv- 
ice requested. Tower Operating Co., Inc. 
v. Wisconsin Electric Power Co. (2-U- 
3362 >. 


The Louisiana commission held that 
a return of 6 per cent for a telephone 
company was not excessive. Re LaSalle 
Teleph. Co. (Docket 5509, Order No. 
5491). 


The Louisiana commission, upon or- 
dering a reinstatement of a portion of 
railroad passenger service illegally dis- 
continued, held that despite recent court 
decisions to the contrary which are in 
direct conflict with long-established juris- 
prudence, each and every segment of a 
railroad’s operation need not show a 
profit in order to warrant its continuance 
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where public convenience and necessity 
demand such service. Public Service 
Commission v. Illinois Central R. Co. 
(No. 5440, Order No. 5489). 


A Federal district court held that an 
order of the commission compelling a 
railroad to operate certain trains is a 
violation of constitutional rights and 
void where there is no evidence indicat- 
ing a need for such service, there is a 
heavy financial loss to the railroad, and 
alternative operations will provide rea- 
sonable and adequate facilities for the 
convenience of the public. Atlantic Coast 
Line R. Co. v. Alabama Pub. Service 
Commission, 92 F Supp 579. 


A Federal district court held that in 
order to relieve a lessor of motor vehicles 
from regulation, the terms and condi- 
tions of the lease and the manner in 
which it is executed must be such as to 
make the operation conducted by such 
vehicles the operations of the lessee. Jn- 
terstate Commerce Commission v. Isner, 


92 F Supp 582. 


The Missouri commission, in deter- 
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mining the reasonableness of motor 
freight rates, ruled that it was improper 
for the carriers to assign to each ship- 
ment, regardless of size, an equal portion 
of traffic, administrative, and other ex- 
penses for the purpose of determining 
whether or not the shipment earns its 
way by comparing the expenses with the 
revenues returned from the shipment, 
since if the expenses are to be averaged, 
the revenues for all shipments should be 
assigned proportionately to each. Re 
Freight Rates of Motor Carriers (Case 
No. 8397). 


The Pennsylvania commission dis- 
missed a petition to discontinue an open- 
agency station for a nonagency station, 
holding that such approval may be made 
only after a finding that such change is 
necessary or proper for the service, ac- 
commodation, convenience, and safety of 
the public and that the record was clear 
that removal of the agent would cause 
every patron of the station some incon- 
venience and that some patrons will be 
seriously inconvenienced. The commis- 


FORTNIGHTLY 


sion suggested that an effort should be 
made by the carrier to furnish part-time 
agency service at the station. Re Read- 
ing Co. (Application Docket No. 75023). 


The supreme court of Utah, in deny- 
ing a writ of prohibition to a city to pro- 
hibit the commission from hearing a 

railroad’s application for an order to 

close a city street, held that the commis- 
sion has jurisdiction over controversies 
involving street railroad crossings with- 
in municipal limits. Provo City v. Dept. 
of Business Regulation et al. 218 P2d 
675. 


The Wisconsin commission held that 
an individual who constructs a telephone 
line from his business to a near-by vil- 
lage, using the village’s switchboard and 
allowing other individuals to construct 
extensions to the main line, on payment 
of a connection fee, does business as a 
public utility and is subject to the duties 
and obligations of service which the law 
attaches to all public utilities. Re John- 
son (2-U-3377, 2-U-3372). 
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UNITED STATES COURT OF APPEALS, DISTRICT OF COLUMBIA 
CIRCUIT 


Montana Power Company 
Vv. 


Federal Power Commission 


No. 10200 
— US App DC —, — F2d — 
October 4, 1950 


PPEAL from Federal Power Commission order requiring 
A electric company to apply for licenses for its hydroelectric 
projects; affirmed in part and remanded in part. For Commis- 

sion decision, see (1948) 77 PUR NS 299. 


Water, § 35 — Navigable waters — Actual use of river. 
1. Actual use of a river by steamboats and rafts, as well as for the trans- 
portation of logs, in the past renders the river a navigable water of the 
United States even if such use is subsequently discontinued, p. 164. 

Water, § 35 — Navigable waters — Navigation interrupted by falls. 

2. Interruptions of falls do not destroy the navigability of a river, within 


the meaning of § 3(8) of the Federal Power Act, 16 USCA § 796(8), 
p. 164. 

Water, § 35 — Navigable waters — Suitable for use — Improvement of condition. 
3. A river, although not suitable for use in its natural state, is not barred 
from its classification as a navigable water, within the meaning of § 3(8) 
of the Federal Power Act, 16 USCA § 796(8), merely because artificial 
aids must make the river suitable for use before commercial navigation may 
be undertaken, and it is not necessary that the improvements be actually 
completed or even authorized, p. 165. 


Water, § 35 — Navigable waters — Economic geography as factor. 
4. Factors of economic geography, such as density of population and con- 
centration of industry, do not deprive an otherwise navigable stream of its 


status as a navigable water within the meaning of § 3(8) of the Federal 
Power Act, 16 USCA § 796(8), p. 165. 
Water, § 35 — Navigable waters — Licensing requirements. 
5. A river is a navigable water of the United States subject to the licensing 
authority of the Federal Power Commission if the stream’s flow, depth, 
gradient, width, and capacity make it “suitable for use” in interstate com- 
merce, p. 165. 
Water, § 35 — Navigable waters 
provements. 
6. Congressional authorization of improvements to facilitate navigation, 
sant after investigation of its authority to do so or recommendation of such 
[it] 161 85 PUR NS 


Effect of congressional authorization of im- 
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improvements to Congress, renders the sections of the streams thus dealt 
with navigable waters within the meaning of § 3(8) of the Federal Power 
Act, 16 USCA § 796(8), p. 166. 


Water, § 35 — Navigable waters — Effect of construction of dam. 
7. Construction of a dam does not transform a navigable river into a non- 
navigable water within the meaning of § 3(8) of the Federal Power Act, 
16 USCA § 796(8), p- 160. 

Water, § 35 — Navigable waters — Decrease in use. 
8. Decrease in use of a navigable river because of railroad competition does 
not transform the river into a non-navigable one within the meaning of 
§ 3(8) of the Federal Power Act, 16 USCA § 796(8), since commercial 
disuse resulting from changed geographical conditions and a congressional 
failure to deal with them do not amount to an abandonment of a navigable 
river or prohibit future exertion of Federal control, p. 166. 

Water, § 35 — Navigable waters — Abandonment by Congress. 
9. The view of a subordinate official of the Army Engineers, expressed in 
a report to Congress, that the erection of a dam would make a river non- 
navigable beyond the dam cannot give rise to congressional abandonment 
of the navigability of the waters in question, particularly when other officers 
have subsequently made contrary statements, p. 166. 


Water, § 18.1 — License for power project — Effect of permit for public land 
occupation. 
10. A power company must obtain a license to operate a power project on 
a navigable water of the United States even though it has a permit issued 
by the Secretaries of Interior and Agriculture to occupy public lands on 
which its power project is located, since the public land permit does not 
authorize occupancy of navigable waters in the absence of additional authori- 
zation therefor from the Secretary of War, p. 167. 
Water, § 18.1 — License for power project — Effect of permit for public land 
occupation. 
11. The operation of a power project is unlawful under § 23b of the Fed- 
eral Power Act, 16 USCA § 817, and the Commission may require appli- 
cation for a license for the project, where the company’s claimed authority 
to occupy the land on which the project is located stems from the issuance 
of nontransferable permits to occupy public lands to the company’s prede- 
cessor by the Secretaries of Interior and Agriculture, p. 167. 
Water, § 18.1 License for power project — Effect of permit for public land 
occupation, 
12. A nonassignable permit to occupy public lands held by a predecessor 
in interest is not made assignable by the assignee’s payment of rentals there- 
on through the years, or by acceptance of such rentals by subordinate officials 
of the governmental departments involved, so as to preclude the necessity 


( 


of obtaining a license from the Federal Power Commission, p. 167. 
Procedure, § 24 — Notice and hearing — Commission proceeding. 

13. Contentions that the Federal Power Commission’s order requiring a 
power company to apply for licenses was void, because the company was 
not given notice that the issues of occupancy of public lands and the navi- 
gability of certain waters were in the case until the day the evidence regard- 
ing such issues was offered at the hearing, were rejected where the company 
introduced evidence on these issues, had adequate opportunity to obtain what- 


85 PUR NS 162 





Pa 


A 
John 
of tl 
Mon 
leave 
Bing 
on tl 





Brad: 
eral | 


W. G 











sel, F 
whorr 
liam — 
Powe; 
for re 


1 Sec: 
vides t 
“Upon 
tion of 
tention 1 
electric 
streams, 
Congres 





vor = 





MONTANA POWER CO. v. 


FEDERAL POWER COMM. 


ever continuances were necessary, and asserted no prejudice attributable 
to the allegedly defective notice, p. 169. 


Evidence, § 25 —. 


T 
14. Historical works generally considered authentic are 
) 


dence, p. 16° 


Evidence, \) Ps 


Admissibility of newspaper accounts 


dmissibility of historical documents. 


admissible in evi- 


— Commission proceedings. 


15. Newspaper accounts which are among the source materials of history 


are admissible in evidence, p. 169. 


Evidence, § 21 — Hearsay evidence — Commission proceedings. 


16. The hearsay evidence rule is not applicable to administrative proceed- 
ings so long as the evidence upon which a Commission order is ultimately 
based is substantial and has probative value, p. 169. 


Parties, § 16 — Federal officers as necessary parties — Power project license pro- 


ceeding. 


17. The failure of the Secretaries of Interior and Agriculture to participate 
in a proceeding before the Federal Power Commission to determine whether 
a power company should be required to apply for a power project license, 
despite the company’s claim to authority to operate the project by virtue 
of permits to occupy public lands issued by the Secretaries of Agriculture 
and Interior, did not invalidate the order requiring application for a license, 
since the Federal Power Commission was vested with jurisdiction over the 
subject matter involved and adequately represented the United States Gov- 


ernment, p. 169. 


(Miter, CJ., dissents.) 


APPEARANCES: S. B. Chase, Jr., 
John C. Hauck, and R. H. Glover all 


of the bar of the supreme court of 


Montana, hac special 
leave of court with whom Herbert M. 
Bingham and H. Donald Kistler were 
on the brief, for petitioner; William 
Bradford Ross, General Counsel, Fed- 
eral Power Commission, and Willard 
W. Gatchell, Assistant General Coun- 
sel, Federal Power Commission, with 
whom Louis W. McKernan and Wil- 
liam J. Costello, Attorneys, Federal 
Power Commission, were on the brief, 
for respondent. 


pro vice, by 


3efore Wilbur K. Miller, Bazelon, 


and Fahy, CJJ. 


BazELON, CJ.: Petitioner seeks 
review of an order of the Federal 
Power Commission, issued pursuant 
to § 4(g) of the Federal Power Act,} 
requiring that it apply for licenses for 
its nine hydroelectric developments, 
all located in Montana. The Com- 
mission asserts authority for its action 
under § 23(b) of the act.2 That sec- 
tion provides that no hydroelectric de- 
velopment may be constructed, operat- 
ed, or maintained on “ naviga- 
ble waters of the United States, or 





1Section 4(g), 16 USCA § 797(g), pro- 
vides that the Commission is empowered 
“Upon its own motion to order an investiga- 
tion of any occupancy of, or evidenced in- 
tention to occupy, for the purpose of developing 
electric power, public lands, reservations, or 
streams, or other bodies of water over which 
Congress has jurisdiction under its authority 


to regulate commerce with foreign nations and 
among the several states by any person, cor- 
poration, state, or municipality and to issue 
such order as it may find appropriate, expedi- 
ent, and in the public interest to conserve and 
utilize the navigation and water-power re- 
sources of the region.” 


216 USCA § 817. 
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upon any part of the public lands or 
reservations of the United States 
except under and in accordance with 
the terms of a permit or valid exist- 
ing right of way granted prior to June 
10, 1920, or a license granted pursu- 
ant to this chapter.” 

The Commission found that, of pe- 
titioner’s nine developments, four 
(Morony, Ryan, Rainbow, and Black 
Eagle) are maintained on “navigable 
waters of the United States” without 
authority; two (Hauser and Canyon 
Ferry) are also located on “navigable 
waters’ and are maintained under an 
invalid authorization to occupy public 
lands; one (Holter) is maintained un- 
der a valid authority to occupy public 
lands but such authority does not ex- 
tend to occupancy of the “navigable 
waters” on which it is located; the re- 
maining two (Madison and Hebgen) 
are on concededly non-navigable wa- 
ters but occupy public lands without 
authority.® 


I 


[1, 2] Since all but the Madison 
and Hebgen developments are located 
on the Missouri river upstream from 
Fort Benton, the first question to be 
not the sec- 
Fort Benton 


is whether or 
river from 
ie headwaters at Three Forks is a 
United 
river is 


answered 
tion of the 
to t 
“navigable 
States.” This 
about 263 miles in length, all within 
Montana, the rest of the river flowing 
through 2 


water of the 
part of the 


1 
several states. About 3 


miles above Fort Benton are the Great 
Falls of the Missouri, a series of 
rapids and falls which descend about 
520 feet in 17 miles, and which have 
always presented a natural barrier to 
through navigation. 

There is no dispute that the river 
from its mouth at St. Louis, Missouri, 
to Fort Benton, Montana, has been 
used by steamboats in the past.* And, 
though the Great Falls themselves 
have never been navigated, the Com- 
mission had before it substantial evi- 
dence of actual use of the river up- 
stream from Fort Benton to the foot 
of the falls, and from above the falls 
to Three Forks. Thus, the record re- 
veals that in 1866, 1867, several 
steamboats sailed as far as 30 miles 
above Fort Benton, almost up to the 
falls. And the river above the falls 
was used for the transportation of logs 
a) d rafts of lumber as well as for local 
car ge ot freight and passengers. 
‘“he only reported use of the entire 
length of the upper river for through 
traffic from above the falls to Fort 
3enton below occurred from 1864 to 
1870. During that period, gold min- 
ers in considerable number traveled 
downstream with the aid of a portage 
or “land carriage’ around the falls.® 
Such actual use of the river in the past 
brings it within the “navigable” cate- 
gory, even if subsequently discontin- 
“When once found to be naviga- 
6 


ued. 
ble, a waterway remains so. 

Actual use of the upper portion of 
the river would warrant its being 








3 Petitioner has already applied for a license 
for its Madison development. 

4See discussion of the effect of the Pick- 
Sloan dam, infra, p. 166. 

5In 1872, an engineer for the Northern Pa- 
cific Railroad proposed that the entire length 
of the river be used for transportation, with 
provision to be made for shipping freight 
around the falls by rail. His report was ulti- 


mately published under the auspices of the War 
Department. 

6 United States v. Appalachian Electric 
Power Co. (1940) 311 US 377, 408, 85 L ed 
243, 36 PUR NS 129, 137, 61 S Ct 291; 
Economy Light & P. Co. v. United States 
(1921) 256 US 113, 123, 124, 65 L ed 847, 
41 S Ct 409. 
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termed a “navigable water’ unless 
such status is denied it because a part 
thereof is a non-navigable stretch of 
falls. We agree with the Commission 
that the falls do not have such an ef- 
fect. Section 3(8) of the Federal 
Power Act" states the applicable cri- 
‘navigable wa- 


teria, as follows: 


ters’ means those parts of streams 
or other bodies of water over which 
Congress has jurisdiction under its 
authorit) to regulate commerce with 
foreign nations and among the several 
states, and which either in their natu- 


ral or improved condition notwith- 
between the 
navigable parts of streams or 
waters by falls, shallows, or rapids 
compelling land carriage, are used or 
suitable for use for the transportation 
of persons or property in interstate or 
foreign commerce, including therein 
all such interrupting falls, shallows, or 
rapids, together with such other parts 
of streams as shall have been author- 
ized by Congress for improvement by 
the United States or shall have been 
recommended to Congress for such 
improvement after investigation un- 
der its authority.” 


standing interruptions 


such 


contem- 
parts” 


The statute specifically 
plates that the 


be interrupted by fa 


“navigable of 
streams may Ils, 


rapids, and shallows “compelling land 
carriage’ to circumvent them. Such 
interruptions do not render an other- 


wise navigable stream non-navigable. 
This was recognized by the Supreme 
Court in Economy Light & P. Co. v 
United States (1921) 256 US 113, 
122, 65 L ed 847, 41 S Ct 409, where 


it was said that “Navigability, in the 


sense of the law, is not destroyed be- 
cause the watercourse is interrupted 
by occasional natural obstructions or 
portages ; ” And more re- 
cently, in United States v. Appala- 
chian Electric Power Co. (1940) 311 
US 377, 408, 409, 85 L ed 243, 36 
PUR NS 129, 137, 61 S Ct 291, the 
court reaffirmed its that “the 
navigability referred to in the cases 
was navigability despite the obstruc- 


view 


tion of falls, rapids, sand bars, carries, 
or shifting currents.’ 
[38-5] Although we think the his- 


torical uses to which the upper portion 
of the river was put suffice to make it 
“navigable” within § 3(8), it should 
be noted that the act’s definition is not 
confined to streams which are or can 
be used in their natural condition. It 
includes as well those streams which 
are “suitable for use’’ in interstate 
commerce. “A waterway, otherwise 
suitable for navigation, is not barred 
from that classification merely because 
artificial aids must make the highway 
suitable for use before commercial 
navigation may be undertaken ... . 
Nor is it necessary that the improve- 
ments should be actually completed or 
even authorized. The power of Con- 
commerce is not to be 


gress over 


hampered because of the necessity for 
reasonable improvements to make an 
interstate waterway available for traf- 
fic.’ Of course, improvements which 
might be reasonable in an urban in- 
dustrial area might be out of the ques- 
tion in a sparsely settled region. But 
we do not think that factors of eco- 
nomic geography, such as density of 
population and concentration of in- 





716 USCA § 796(8). 

8 See also United States v. Montello (1874) 
87 US (20 Wall.) 430, 442, 443, 22 L ed 391; 
St. Anthony Falls Water Power Co. v. St. 


Paul Water Comrs. (1897) 168 US 349, 359, 
42 L ed 497, 18 S Ct 157. 

9 311 US at pp 407, 408, 36 PUR NS at pp. 
136, 137. 
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dustry, may remove an_ otherwise 
navigable stream from the reach of 
Federal power. If the stream’s flow, 
depth, gradient, width, and capacity 
make it “‘suitable for use’’ in inter- 
state commerce, it is subject to the 
authority of the Federal 
Even if such a 
used for 


licensing 
Power Commission. 
stream is never actually 
transportation there is no doubt that 
it may be necessary to use it for flood 
control, watershed development, regu- 
lation of the navigable capacity of the 
portions of the river actually used for 
transportation, etc. We have been 
shown nothing which convinces us 
that the Commission’s determination 
on this point was improper. 

[6-9] An additional criterion of 
navigability is established by § 3(8).™ 
If Congress has authorized improve- 
ments to facilitate navigation, after in- 
vestigation of its authority to do so, 
or if such improvements have been 
recommended to it, then the sections 
of the streams thus dealt with are 
“navigable waters.” There is uncon- 
troverted evidence in the record that, 
at various times from 1868 to 1892, 
the upper river was investigated by 
the Army Engineers with a view to 
its improvement. In 1880, about 
$15,000 was spent for rock removal 
and construction; in 1894, $20,000 
was spent; and from 1895 to 1899 
about $66,000. 

Under all three tests laid down by 
§ 3(8), the 263-mile stretch of the 
Missouri river from Fort Benton to 
Three Forks is a “navigable water of 


10 Supra, at p. 426. 

11 Quoted supra, p. 165. 

12 Arizona v. California (1931) 283 US 423, 
453, 454, 75 L ed 1154, 51 S Ct 522. 

13 Wheeling & Belmont Bridge Co. v. Wheel- 
ing Bridge Co. (1891) 138 US 287, 292, 293, 
34 L ed 967, 11 S Ct 391; see Economy Light 


the United States,’”’ and hence subject 
to the licensing requirements of the 
We do not think 
Pick- 


Federal Power Act. 
that the construction of the 
Sloan dam below Fort Benton, which 
has virtually eliminated actual use of 
the upper portion of the river for 
transportation, can alter such status. 
Until 1887, the river above Pick- 
Sloan was part of an interstate high- 
way used extensively by steamboats 
traveling between Fort Benton and St. 
Louis. Although railway competition 
ultimately eliminated it as a substan- 
tial artery of commerce, such decrease 
in use does not transform a navi- 


gable river into a non-navigable 
one. Commercial disuse resulting 
from changed geographical condi- 


tions and a congressional failure to 
deal with them does not amount to 
an abandonment of a navigable river 
or prohibit future exertion of Fed- 
eral control. Nor do we think 
that the view of a subordinate official 
of the Army Engineers, expressed in 
a report to Congress, that the erec- 
tion of the Pick-Sloan dam below Fort 
3enton would make the river non- 
navigable beyond the dam, can give 
rise to congressional abandonment of 
the waters in question. Abandonment 
of sovereign authority should not be 
lightly inferred from the actions of 
subordinate officers in the Executive 
Department,’ especially when it ap- 
pears that other officers have subse- 
quently made statements to the con- 
Absent clear indication of 
appears to be 


trary. as 


abandonment, there 








& P. Co. v. United States, supra, note 6, 256 


US at p. 124. 

14Jn a letter dated December 5, 1946, and 
addressed to the Chairman of the Federal 
Power Commission, the Chief of Engineers of 
the U. S. Army wrote: 

“The construction of Fort Peck dam [ Peck- 
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MONTANA POWER CO. v. FEDERAL POWER COMM. 


ample authority for the proposition the approval of the proper authorities. 
that a stream remains navigable even The Commission does not contest the 
after construction of a barrier or im-_ validity of the land permit, as such, 


passable dam below.” but instead insists that it does not and 
I could not authorize occupancy of navi- 
I gable waters. We agree. At the 


We agree with the Commission time the permit was issued, there 
that the river upstream from Fort could be no obstruction of navigable 
Benton is a “navigable water,” and waters without a license from the Sec- 
therefore affirm its order requiring retary of War under the Rivers and 
that petitioner apply for licenses for Harbors Act of 1899.17 Land per- 
the Morony, Ryan, Rainbow, and mit statutes enacted subsequent to 
Black Eagle dams. Petitioner con- 1899, under which petitioner now as- 
tends, however, that its three other  serts authority for Holter, merely sup- 
dams (Holter, Hauser, and Canyon plemented the 1899 Act and did not 
Ferry), which are located on this remove the separate license require- 
same navigable stream, need not be ment contained therein. Thus, a gen- 
licensed because they occupy public eral grant of authority to the Secre- 
lands. tary of the Interior to build reservoirs 

is under and in accordance in aid of reclamation did not carry 
with the terms of a permit or valid with it consent to obstruct navigable 


existing right of way granted prior to waters. Additional authorization 
June 10,1920, . . .”% therefor from the Secretary of War 


Similarly, the Hebgen development, was held to be necessary."* Since the 


which is concededly not on a “‘navi- permit under which petitioner claims 
gable water,” is said to be maintained contains no such authorization, its op- 
under a valid authorization to occupy eration of the Holter development is 
public lands. unlawful under § 23(b) and the Com- 
[10] Holter. Petitioner occupies mission may require that application 
the public lands on which its Holter for a license be made. 
development is located under a permit [11,12] Hauser. Authority to oc- 
issued by the Secretaries of Interior cupy the land upon which the Hauser 
and Agriculture to a predecessor in in- dam is located is said to stem from the 
terest in June, 1920, just before en- issuance of a permit to the Helena 
actment of the federal Water Power Power Transmission Company by the 
Act which preceded the Federal Secretaries of Interior and Agricul- 
Power Act. That permit has been ture in 190 
validly transferred to petitioner with these permits after a series of fore- 


¢ 
i 
/ 


Petitioner acquired 


Sloan] does not affect the jurisdiction of this See also Pennsylvania Water & Power Co. v. 
Department with respect to the navigable Federal Power Commission (1941) 74 App 
status of the Missouri river above that dam. DC 351, 42 PUR NS 428, 123 F2d 155, 161, 
This office does not now, nor has it ever in’ cert den (1942) 315 US 806, 86 L ed 1205, 
the past, taken the position that the construc- 62 S Ct 640. 


tion of the Fort Peck dam, or any other Mis- 1616 USCA § 817. 
souri river dam, has had the effect of bringing 1733 USCA §§ 403, 406. 
the head of navigability down-stream to a 18 United States v. Arizona (1935) 295 US 
point below the dam in question.” 174, 191, 79 L ed 1371, 55 S Ct 666. 
15 See cases cited in notes 6 and 12 supra. 
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closures and mergers. The Commis- 
sion found that no valid transfer of 
these permits to petitioner was ever 
made or approved by the proper au- 
thorities. It points to the fact that the 
Agriculture permit issued to the 
Helena Company specifically stated 
that “it shall not be transferable” ; al- 
though the Interior permit did not it- 
self contain such language, the regula- 
tions applicable thereto provided that 
“a final permit may be transferred to 
a new permittee under the following 
conditions and not otherwise - 
Petitioner does not challenge the va- 
lidity of these regulations. Nor does 
it argue that a new permit was re- 
quested from the Department of Agri- 
culture to replace the nontransferable 
permit held by its predecessor. In 
like fashion, the Interior permit is in- 
effective since it does not appear to 
have been transferred as required by 
applicable regulations. 

Petitioner would avoid the effect of 
its noncompliance with these transfer 
provisions by breaking through the 
various corporate shells which sepa- 
rate it from the Helena Company and 
by showing that the two companies 
are substantially identical. We do not 
think, however, that the corporate 
form can be cast off whenever it suits 
the convenience of those using it.” 
When a merger or consolidation takes 
place, it always involves the transfer 
of properties either from corporation 
A to the corporation into which it is 
merged or from corporations A and 
B to a third new corporation.” Such 


a transfer undeniably took place here 
but not in conformity with governing 
regulations. 

Nor do we think that a nonassign- 
able permit to a predecessor in inter- 
est is made assignable by petitioner’s 
payment of rentals thereon through 
the years. Acceptance of such rentals 
by subordinate officials of the depart- 
ments involved cannot estop the gov- 
ernment from asserting its title to the 
land and bar it from requiring that 
petitioner conform with applicable 
statutes and regulations. The gov- 
ernment is too vast, its operations too 
varied and intricate, to put it to the 
risk of losing that which it holds for 
the nation as a whole because of the 
oversight of subordinate officials.™ 

Canyon Ferry. The problem here 
is the converse of that in Holter. Oc- 
cupancy of the stream on which the 
dam is located was authorized under 
the Rivers and Harbors Act of 1899, 
but, according to the Commission, 
there was no authorization to occupy 
the public lands on which the dam was 
built. But we need not reach that 
issue. As is the case with the Hauser 
dam, the permit under which peti- 
tioner claims is in the name of a prede- 
cessor in interest, the Missouri River 
Electric and Power Company, and 
was never properly transferred to pe- 
titioner. 

Since a sale of the Canyon Ferry 
development to the United States 
Government took place after the Com- 
mission’s order was made, the peti- 
tioner urges that this part of the case 





19 Traditionally, the corporate form is ig- 
nored only at the suit of (1) one victimized 
by use of the corporation to perpetrate fraud 
or illegality, or (2) to work out conflicting 
claims against and equities in the corporation 


20 See 15 id. § 7041. 

21 United States v. California (1947) 332 
US 19, 39, 40, 91 L ed 1889, 67 S Ct 1658; 
United States v. San Francisco (1940) 310 
US 16, 31, 32, 84 L ed 1050, 34 PUR NS 81, 


itself. See 1 Fletcher, Corporations, § 41 et 60S Ct 749. 
seq. (1938). 
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MONTANA POWER CO. v. FEDERAL POWER COMM. 


is moot. We do not decide that ques- 
: Pv thin] +] . WCC] 

ion for we think the Commission 
should be given the opportunity to re- 
consider the matter in the light of the 


than ircumstances and we there- 
fore remand this phase of the case for 
that purpose. 

Hebgen. Petitioner acquired the 
land permit, said to justify Hebgen’s 
occupancy of public lands, from the 
Montana Irrigation 
Company in 1934. Such transfer was 
neither made nor approved as required 
by governing statute and 
tions. The situation here is 


Reservoir and 


regula- 
much the 
same as that with regard to Hauser 
and Canyon Ferry, and a license may 
be required for like reasons. 


Ill 


[13-17] Petitioner makes several 
procedural objections to the Commis- 
sion’s conduct of the proceeding be- 
low. (1) It is said that the Commis- 
sion’s order is void because petitioner 
was not given notice that certain is- 
sues (occupancy of public lands and 
effect of the waters above [ort Benton 
upon the navigable capacity of the 
river below Fort Benton) were in the 
case until the day the evidence regard- 
ing such issues was offered. Since pe- 
titioner introduced evidence on these 
issues, had adequate opportunity to 
obtain whatever continuances were 
necessary, and asserts no prejudice 
attributable to the allegedly defective 
notice, we hold his contention without 
merit. (2) Petitioner insists that 


newspaper accounts and histories de- 


scribing the use made of the river dur- 
ing the 19th century are hearsay and 
hence should not have been admitted 
or relied upon by the Commission. 
Section 308(b)* of the Federal 
Power Act specifically provides that 


“the technical rules of evidence need 
not be applied” in hearings under the 
Act. Such a provision is intended “to 
free administrative boards from the 
compulsion of technical rules so that 
the mere admission of matter which 
would be deemed incompetent in ju- 
dicial proceedings would not invali- 
date the administrative order.” * It 
has long been recognized that, though 
hearsay evidence lacks certain guaran- 
ties of trustworthiness such as amen- 
ability to cross-examination, it may 
yet be relevant and have probative 
value. Where it is the best available 
evidence, as where the subject matter 
is beyond the recall of living witnesses, 
hearsay may be admitted even in ju- 
dicial proceedings. Thus, it is settled 
that historical works generally con- 
sidered authentic are admissible in 
evidence, especially in cases such as 
this one which must delve into the 
relatively ancient and obscure origins 
of commerce on the nation’s rivers.” 
And the same is true of newspaper ac- 
counts, which are among the source 
materials of history. At any rate, we 
do not think the hearsay rule is appli- 
cable to administrative proceedings so 
long as the evidence upon which an 
order is ultimately based is both sub- 





22See Kuhn v. Civil Aeronautics Board 
(1950) — US App DC —, 183 F2d 839, and 
authorities cited therein. 

2316 USCA § 825g¢(b). 

24 Consolidated Edison Co. v. National Labor 
Relations Board (1938) 305 US 197, 229, 230, 
. L ed 126, 26 PUR NS 161, 171, 59 S Ct 


06 


255 Wigmore §§ 1597, 1598 (1940). It is 
noteworthy that the Supreme Court considered 
historical materials in the leading case of The 
Montello Case (1874) 87 US (20 Wall.) 430, 
442, 22 L ed 391. See also Arizona v. Cali- 
fornia (1931) 283 US 423, 453, 75 L ed 1154, 
51 S Ce 522, 
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stantial and has probative value. ‘The 
requirement that administrative find- 
ings accord with the substantial evi- 
dence does not forbid administrative 
utilization of probative hearsay in 


" (3) Peti- 


making such findings.’ 
tioner says that the order is void be- 
cause the Secretaries of Interior and 
Agriculture were indispensable par- 
ties and were not joined. It is true 
that those officers had some interest 





26 Willapoint Oysters v. Ewing (1949) 174 
F2d 676, 690, cert. den. (1949) 338 US 860, 
94 L ed 527, 70 S Ct 101. 


in the subject matter of the proceed- 
ing, especially as regards the land per- 
mits involved. But it seems clear to 
us that the Commission was vested 
with jurisdiction over the subject mat- 
ter involved and adequately represent- 
ed the United States Government 
therein. The Secretaries were at most 
proper parties. Their failure to par- 
ticipate does not invalidate the order. 

Affirmed in part and remanded in 
part in accordance with this opinion. 


Wilbur K. Miller, CJ., dissents. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Oswegatchie Light & Power Company 


Case 14647 
\veust 29, 1950 


I NVESTIGATION of electric company’s tariffs relating to servi. 2 
connections ; tariff interpreted by Commission and approved 
providing interpretation is followed. 


Service, § 176 — Extension rules — Electric service connections — Burden of cost. 


1. An electric utility’s proposed tariff which calls for the installation by 
the company of one overhead service connection not exceeding 100 feet in 


1 


length without charge, although generally in accord with the practices of 
other electric corporations, will not be accepted by the Commission without 
information as to the manner in which the provision will be applied, p. 173. 


Serz Ice, .) 198 


Overhead service connection 


Distinguished from line extension. 


2. An overhead service connection is that portion of an electric line running 


1 


to a consumer’s service entrance which proceeds over his private property, 
while a line extension is that portion of an electric utility’s distribution 


system, whether located in a public thoroughfare or on a private right of 
hich ¢ lucts electricity to the consumer’s property line, p. 173 
Service 19 Electric service connection Distance from highway. 
3. The distance from a consumer’s service entrance to a public highway 


cannot be utilized as 


an arbitrary criterion in determining whether an elec- 


tric service connection is more than 100 feet and, therefore, one for which 


the subscriber will have to pay, 
to suit their ov 


highway, p. 175 


since in many instances electric utilities 
n convenience will build lines some distance away from the 


170 
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Service, § 198 Electric service connection Charge for changing voltage of 
existing wires. 
4. The Commission does not approve any practice of an electric utility 


which requires a consumer to bear the cost of installing primary conductors 
because tl 


1e utility’s existing line carries only low-voltage secondary con- 
ductors which would not be i 


1 } — 


e ¢ 7 m anaetemmnl ¢ ¢ 
adequate to carry an additional load, p. 1/7. 


Procedure, § 3 — ¢ ing and evidence. 
5. Commissions possess broad investigatory powers and are not bound by 
the strict rules of pleading and evidence in proceedings before them, p. 177. 


Rules of plead 


OMISSION / roceedai ngs - 


Service, § 286 — Electric service connections — Practices of utility. 

6. The reasonableness of the practices of an electric utility in regard to 
charges for electric service connections must be determined by reference 
to the facts and not simply by the application of tariff definitions neces- 
sarily framed in more or less arbitrary terms, p. 179. 


Service, § 191 — Extensions to new customers — Cost — Changes in existing. 


facilities. 
7. The fact that an electric utility’s existing facilities are inadequate to 
serve additional consumers is no justification for assessing new customers 
for changes or reinforcement in existing lines, since the utility has the duty 
of serving electricity to those desiring it within its franchise territory, 
p. 180. 
Service, § 176 — Electric line extension — Changes in rules — Prior Commission 
ord¢ ws. 
8. A change in the rules with respect to service by an electric utility to 
consumers located more than 500 feet from its lines cannot operate ad- 
versely to the interests of persons to whom the company has been previously 
ordered by the Commission to extend service, p. 181. 
¥ 
APPEARANCES: Sherman ies 
Ward, Acting Counsel (by Richard C. 
Llope, Principal Attorney), for the 


providing for the rendition of adequate 
service to the public, particularly with 
reference to new applications for sery~ 


Public Service Commission; Castle, ice in rural districts served by the 
Fitch, Swan & Jefferson (by Newton company. 
B. Castle of Counsel), Attorneys, The present case was _ instituted 


Rochester, for Oswegatchie Light & 


Power Company, respondent; James order dated December 13, 1949, to 


upon the Commission’s own motion by’ 


L. Pangle, Attorney, Gouverneur, for 
several farmer consumers of power, 
complainants. 


By the CommMisston: The record 
in this proceeding again brings to at- 
tention the difficulties with which the 
Commission has been confronted in 
obtaining compliance by this company 
with the requirements of the statute 


and of prior orders of the Commission 


investigate the propriety of the revi- 
sion of the company’s tariff relating to 
service connections, which was to be- 
come effective January 3, 1950 (Pro- 
vision 4 on lifth Revised Leaf No. 3 
to Tariff P.S.C. No. 8), 


follows: ‘“‘One overhead service con- 


reading as 


nection for the same type of service, 
not exceeding 100 feet in length, will 
be installed by the company to the 
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electric service entrance of the con- 
sumers building.” 

The reason given on behalf of the 
company for this particular filing was 
that the provision had been omitted 
from the tariff through a misunder- 
standing. A similar provision had been 
included in the tariff from 1947 until 
March 25, 1949. Mr. Trerise, the op- 
erating superintendent of the compa- 
ny, testified that it was “left out when 
we changed our tariff to coincide with 
the requirements of the Commission in 
Case 13994” and that the officers of 
the company had thought that the 
Commission’s order in Case 13994 
“made it necessary to leave it out.” 
Subsequently, in 1949, “we found it 
was not necessary to leave it out” and 


the new revised leaf was prepared and 


filed. 


1. The Commission's rules relat- 
ing to installation of overhead lines, 
services, facilities, and extensions. 

In Case 13994, referred to by the 
company’s witness, the Commission 
made an order on January 13, 1949, 
adopting and prescribing “Rules Re- 
lating to the Installation of Overhead 
Electric Lines, Services, Facilities, 
and Extensions of Electric Corpora- 
tions,” to be effective on and after 
March 1, 1949. 

The rules are framed in terms re- 
lating primarily to the customary situ- 
ation where the distribution lines of 
an electric utility are constructed and 
operated in public streets and high- 
ways. In this common situation, lit- 
tle difficulty of interpretation and ap- 

i 
However, the company’s distribution 


plication of the rules is presented. 


lines in rural districts are not always 


located in a public street or highway ; 
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for convenience of the company they 
are often located upon private rights 


of way, sometimes paralleling a high- 
id sometimes simply proceeding 


- 
A 


4 


cross-county to the premises of vari- 
ous consumers. It is in connection 
with these situations that questions 
arise in respect to the company’s in- 
terpretation of the rules and tariff pro- 
visions and to the proper practices to 
be followed in any particular situation. 

In brief, the rules in Case 13994 
require as follows: All electric cor- 
porations are to construct, operate, and 
maintain all overhead electric lines, 
“service connections,” and other facili- 
ties within the territorial limits of any 
public thoroughfare ‘or on a private 
right of way when the corporation 
elects to use such a route in lieu of 
construction within such limits.” 
(Par. 1.) Upon written application 
by the owner or « ccupant of property 
“abutting on any such street, avenue, 
road, or way” within 500 feet (for 
single-phase service, or 300 feet for 
3-phase service) of any overhead 
electric line of a utility “appropriate 
to the service requested,” the utility is 
required to furnish, place, and con- 
struct entirely at its own expense 
“such lines, service connections, and 
facilities as are necessary to render the 
(Par. 2.) 
Where there is no such electric line 
within a distance of 500 feet “from 


(300 feet for 3-phase 


service requested.” 


said property” 
service) the utility is permitted to im- 


pose a surcharge of 12 per cent per 


1 —_ nal “AC r . 
ear of the reasonable cost of the ex- 
cess footage, to cover return, deprecia- 
4 1 
tion es, a intenance, but « 
- a TP \ 7 
accessories. (Par. 3(a).) Where 


there is more than one customer on an 
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extension, provision is to be made for 
allocation of the surcharge, taking in- 
to consideration that each consumer is 
entitled to the basic 500 (or 300) feet 
of extension “and a service.” (Par. 
3(b).) 

[1] Clearly the rules recognize the 
universal practice of electric corpora- 
tions of supplying service laterals of 
length without charge. 
However, the rules may not be con- 
strued to require an electric corpora- 
tion to supply a service wire or con- 
nection which is unduly long. For 
example, it would be unreasonable to 
require a utility to build a 500-foot 
extension along a road to a consumer’s 
its own expense 
and, if the residence happened to be 
500 feet from the road, to require a 
connection of that 
length to be constructed entirely at the 
utility’s expense. Accordingly, para- 
graph 4 of the rules provides: 

“4. The portion of the overhead 
electric service line beyond the limits of 
a street, avenue, road, or way as here- 
inbefore defined shall be provided, 
placed, constructed and maintained in 
accordance with such reasonable rules 
and regulations for the construction 
and maintenance thereof as may be 
filed in the tariff schedules of said 
electric corporation.” 

The proposed tariff provision call- 
ing for the installation by the compa- 
ny of one overhead service connection, 
for the same type of service, “not ex- 
ceeding 100 feet in length” was filed 
for compliance with paragraph 4 of 
the rules and, so far as the number of 


reasonable 


property, entirely at 


service line or 


feet is concerned, the proposal is gen- 
erally in accord with the practices of 
other electric corporations and ap- 


pears upon its face to be reasonable. 


173 


However, it cannot be accepted with- 
out examining the manner in which 


the company proposes to apply the 
provision. 

yA The meaning J thie terin ce} 
head service « ction.” 


[2] The first problem that comes 


to mind is the question of what, ex- 


actly, is an “overhead service connec- 
tion,” as used in this case, especially 
with reference to the line extensions of 
the company which, as has been said, 
do not always follow public thorough- 
fares, but are many times built back 
from the public roads and sometimes 
Where does a 
line extension end and a service con- 


across open country. 


nection begin in such circumstances? 
The record is far from clear upon this 
point. No definitive testimony was 
offered by the company. 

Questioned as to the company’s 
practice upon receiving an application 
for service, 
testified: ‘If they are close enough 
to the existing line so that they do not 
require a line extension, we complete 
the application by making out a meter 
order and a service connection order.”’ 
From this, one would think that the 
difference between a service connec- 
tion and a line extension was a mere 
matter of distance and did not depend 
upon other considerations, 


the company’s witness 


However, 
the same witness testified further that 
if an applicant’s service entrance were 
located 500 feet from an existing high- 
way extension, the 500 feet of line 
over private property would consti- 
tute a “service connection” for which 
the applicant would | 
f the 


He specifically 


e required to pay 
excess over 100 feet. 
y indicated that this 
vould not be a line extension and, even 
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if it exceeded 500 feet, would not be 


subject to the surcharge, but to a 


straight payment for excess service 
line over 100 feet in length. 

Mr. Adams, assistant electric engi- 
neer for the Commission, testified that 
the “service drop” is generally consid- 
ered to be that portion of the line ex- 
tending from the company’s pole to the 
customer’s service entrance and that 
“The line extension is considered only 
that part of the extension which is 
contained on the poles.’””’ However, at 
another point Mr. Adams recognized 
that wires carried on poles may be part 
of a service connection: “The only 
time that there can be a pole on a serv- 
ice connection is when the service con- 
nection is over 100 feet in length, 
over private property.” 

Without undertaking, upon the 
present record, to adopt a specific defi- 
nition of the term “overhead service 
connection” which would govern every 
conceivable situation, it would seem 
that, generally speaking, this term re- 
fers to the portion of the electric line to 
a consumer’s service entrance which 
proceeds over his private property, 
and that a “line extension” is that 
portion of an electric corporation’s 
distribution system, whether located in 
a public upon a 
private right of way, which conducts 
the electricity to the consumer’s prop- 
erty line. It may be noted that in 


thoroughfare or 


most instances the testimony in the 
present case related to distances com- 
puted 
entrances and various poles or lines of 
the company without 
property lines, so that in such cases it 
is impossible to determine from the 
record whether various lines or parts of 
lines constituted parts of a customer’s 
85 PUR NS 


between consumers’ service 


reference to 


“overhead service connection’ or 


part of a “line extension.” [lowever, 
we proceed to a consideration of the 
proposed practices of the company up- 
on the assumption that our under- 
standing as to the meaning of a “serv- 
ice connection” as used in this case is 


correct. 


3. The company's proposed prac- 
tices under the new tariff provision. 

In rural districts it is sometimes 
considered desirable by utilities to 
construct their distribution lines off 
the public thoroughfares, oftentimes 
paralleling a road instead of being lo- 
cated upon it. This practice, adopted 
by the utilities for their convenience, 
cannot be permitted to operate to the 
detriment of the consuming public. For 
example, if a residence is located 50 
feet from a highway along which an 
electric distribution line would ordi- 
narily be constructed, but the utility 
has elected to construct its line upon a 
private right of way 300 feet from 
the road, so that a service connection 
of 250 feet is required, under the pro- 
posed tariff provision the consumer 
should not be charged for 150 feet of 
line. 

The company’s witness, Mr. Trer- 
ise, testified that under the similar 
tariff previously in effect from 1947 
to 1949, it was the practice of the 
company to make no charge to a con- 
sumer for his service connection under 
He stated that 
the practice was adopted “to comply 
with the verbal request of the power 
bureau of the Public Service Commis- 
While there was a dispute 
upon the record as to whether such a 


such circumstances. 


sion.” 


request was actually made by an au- 
thorized representative of this Com- 
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mission, the issue seems largely im- 
material and need not be discussed. 
Mr. Trerise testified as to the prac- 
tice in respect to service connections 
under the previous tariff provisions, 
in part, as follows: 

“Up until 1947 our practice was to 
install 100 feet from our line at the 
company’s expense, and the excess 
over 100 feet was at the expense of 
the applicant for service. In 1947 

that provision or application 
of the expense was changed so that 
the consumer paid 
above 100 feet, with the presumption 
that line was in the highway, whether 
it was or not. Since that time 
we have applied that rule.” 

As to another hypothetical situa- 
tion, Mr. Trerise testified: 


the excess 


O. Assuming that the line is to be 
run some 200 feet in from the high- 
way and a person on the opposite side 
of the road, 100 feet from the road, 
desires the service, would the company 
make any charge for the service ap- 
plicable to the applicant ? 

A. If I understand the question 
correctly, the answer would be no. 

QO. Why not? 

A. Because he is within 
from the highway. 


100 feet 


[3] In view of this application of 
the proposed tariff provision it is im- 
portant to ascertain what would hap- 
pen in the case of a consumer whose 
service entrance was located more than 
100 feet from the highway but within 
100 feet 
company 


of a distribution line of the 
constructed 
Obviously the distance 
from the highway cannot be utilized 
In the in- 


on a private 


right of way. 


as an arbitrary criterion. 
stance previously cited, where the con- 
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sumer is only 50 feet from the highway 
he is entitled to a service connection 
without charge upon the theory that 
if the company had followed the ordi- 
iary and usual practice of constructing 
its line in the highway, the consumer 
would have received his service con- 
The 


circumstances is 


nection without com- 
not 


permitted to collect a charge simply 


charge. 
pany in such 
because, to suit its own convenience, 
it has built its line some distance back 
from the highway instead of upon it. 
But, the same rule cannot be applied, 
in reverse, to a consumer whose serv- 
ice entrance might be 200 feet from 
the road, but directly under or near 
the company’s off-highway distribu- 
tion line. To charge such a consumer 
100 connection 
simply because his service entrance is 


for feet of service 
200 feet from a highway upon which 
the company might have built its dis- 
but elected not to do 
so, and upon which no line is actually 
located, would be wholly unrealistic 


tribution line, 


and unreasonable. 

However, it appears from the testi- 
mony of Mr. Trerise that the company 
recognizes the distinction and though 
there is some evidence that the com- 
pany may have exacted or attempted 
to exact unreasonable charges under 
such circumstances in the past, it dis- 
claims any intention of doing so under 
the proposed tariff. Thus he testi- 
fied in part: 


O. When line 
a house which is 200 feet from 


an electric passes 
over 
the highway, do vou charge the appli- 
for 100 service lateral ? 


cant feet of 


O. Assuming there is no line ex- 


tension necessary ? 
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A. No sir. There is no charge. 


The state law says, as I 


derstand it, that we are obliged to 
ive service t 


a customer who lives 
feet, if the service so in- 


11... *.4.° 1/ 


stalled within feet is appropriate 
to the service which he requests. 

Q. So that you completely disre- 
gard the fact that he is 200 feet from 
the road? 

A. Yes, if the line as it exists is ap- 
propriate to his service. 

Further hypothetical questioning 
took place with reference to three 
houses, two located 100 feet and the 
third 200 feet from a highway, with 
the distribution line “to be constructed 
200 feet in from the highway, so that 
it passes over the third house,” and 
the question was put: “would the 
company make any charge for service 
laterals to any of the three applicants ?” 


A. If he required service and was 
located more than 100 feet from the 
highway, and we have to run the line 
so that it furnishes him that service, 
he should pay that excess. 

Q. That is, the third line must pay 
for the excess over 100 feet? 

A. On a line extension, yes, not an 
existing line. (Emphasis added.) 


It is not clear from the testimony 
whether the witness was confusing the 
cost of constructing a line extension 
with the cost of construction of the 
At other points 
the witness recognized that under the 


service connection. 


Commission’s rules in Case 13994 the 
service connections of reasonable 
length are to he installed without 
charge in accordance with the general 
practice of electric corporations. If 
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the witness meant that, under the sup- 





posed circumstances, the third house 
would e cl reed for 100 feet of 
service connection simply because it 
would be 200 feet off the highway, 


though under or near the distribution 
line, such practice would be wholly in- 
consistent with the balance of Mr. 
Trerise’s testimony and unreasonable, 
and it is hereby expressly disapproved. 

Another line of interrogation was 
made in respect to the company’s pro- 
posed practice under this tariff pro- 
vision with reference to the voltage 
characteristics of the power carried in 
particular distribution lines. Th 
company appears to follow the gener. 
practice of using a primary distribu- 
tion voltage of 2300 or 4600 to carry 
the electricity from the distribution 
substation to load centers at which it 
installs transformers to reduce the 
voltage to the ordinary 115/230 volts 
for general customers’ use, the same 
being distributed by so-called “second- 
ary” lines. The company exercises 
its own discretion and judgment as to 
the location of its transformers. 
When a consumer applies for service 
and the nearest line carries secondary 
voltage, the line may have to be modi- 
fied into a primary high-voltage line 
in order to provide adequate service. 
Mr. Trerise was asked a hypothetical 
question relating to an applicant’s 
house located 90 feet from an existing 
secondary line carrving low voltage, 
which would require 400 feet of high- 
voltage primary wire to place the line 
in condition to serve the new consum- 
er. He answered: 

A. No charge. 
Q. No charge for the 100 feet? 
A. No. 
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O. And no charge for the 400 feet 
of high-voltage primary wire? 


A. No sir. 


[4] Mr. Trerise was further ques- 
tioned as to a hypothetical case of a 
house located 500 feet from the end of 
an existing secondary line as to which 
it was necessary to install 760 feet of 
high-voltage primary wire because the 
last pole on the line carried only low- 
voltage secondary conductors, which 
would not be adequate to carry the 
added load. He was asked whether 
there would be any charge for the 260 
feet of new installation required for 
the existing line. He testified: 


A. How far is he located from the 
highway ? 

Q. Within 100 feet of the highway? 

A. There would be no charge. 
That is in accordance with your Power 
Bureau’s request. 


And, after some colloquy he reiter- 
ated this: 

Mr. Llope: Now the ques- 
tion is whether the company would 
charge the customer for running the 
260 feet of high-voltage wire? 

The Witness: And the answer 
is no. I would like to call attention 
to the fact that the question stated 
that the customers service entrance 
was within 100 feet from the highway. 

While the witness was obviously at- 
tempting to hedge his answers by his 
references to the location of the high- 
way, it is apparent that this was an 
immaterial factor. The distance from 
the highway has only to do with the 
question of which party shall bear the 
cost of a service connection. It has 
nothing to do with the necessity for 
modifying the company’s distribution 


[12] 
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the circumstances to 
which the hypothetical question re- 
lated. 


prove any practice which 


system under 
We therefore expressly disap- 
would re- 
quire a consumer to bear the cost of 
installing the primary conductors un- 
der such circumstances, whether he be 
located less or more than 100 feet from 
a highway. 

In view of the specific testimony of 
the company’s operating superintend- 
ent, Mr. Trerise referred to and quoted 
herein, and upon the understanding 
that the company intends to follow 
proper and reasonable practices as 
outlined herein, it is believed that the 
proposed tariff provision is just and 
reasonable. But it is to be borne in 
mind that the placing in effect of this 
provision with the consent of the Com- 
mission does not mean that the Com- 
mission gives blanket approval to 
any future interpretation which the 
company may place upon this provi- 
sion in any particular circumstances. 
If the company places any unreason- 
able interpretation upon the provision 
or engages in any unreasonable or im- 
proper practices thereunder, the Com- 
mission is open to the complaints of 
consumers or, if such facts are brought 
to its attention by the staff, the Com- 
mission may upon its own motion pro- 
ceed to correct such unreasonable 
acts. 


4. The Commission’s practice with 
relation to line extensions under the 
Commission’s rules in Case 13994. 

[5] Considerable was 
adduced with reference to the Com- 
pany’s practices in respect to line ex- 
Counsel for the company 
objected to various questions upon the 
subject as not being within the scope 
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of the issues in respect to the tariff 
relating to service connections. How- 
ever, it is apparent that the two sub- 
jects overlap, and since the new tariff 
leaf is to be filed under paragraph 4 
of the rules in Case 13994, the sub- 
ject was material and relevant to the 
issues. Besides, counsel overlooks 
the fact that the Commission possesses 
broad investigatory powers and is 
not bound by the strict rules of plead- 
ing and evidence in any case. 

We shall not review all of the testi- 
mony in respect to line extensions, but 
silence is not to be taken as acquies- 
cence in respect to any particular prac- 
tice of the company. One instance, 
that of Arthur Dane, was covered 
rather thoroughly at the hearing here- 
in and we shall confine the discussion 
to that single instance, which was 
treated by the company as coming 
under the rules in Case 13994, al- 
though such interpretation may be im- 
proper as hereinafter indicated. 

The facts of the Dane installation 
may best be understood by reference 
to Exhibit 5, a copy of which is an- 
nexed. The company had installed a 
cross-country distribution line serving 
various 
Harold Sterling. The primary high- 
voltage line was built to a pole about 
258 feet from Sterling’s residence 


consumers including one 


where a transformer was located for 
service to Sterling and others. Two 
more poles were erected carrying a 
secondary low-voltage line to Ster- 
ling’s house. The last of these poles 
is 258 feet from the transformer pole 
at point X. In constructing the Dane 
extension two more poles were in- 
stalled at points B and C on Exhibit 5. 
From pole C a service lateral runs to 


the Dane barn, a distance of 168 feet. 


The distance from the pole near 
Sterling’s house (A) to the last pole 
serving Dane (C) is exactly 500 feet. 
When the company constructed the 
Dane extension it installed high-volt- 
age primary conductors from the 
original transformer pole (X) to the 
pole (C) on the Dane property, plac- 
ing a transformer on the latter. The 
company, under its own interpreta- 
tion of the Commission’s rules in Case 
13994, treated the extension as being 
one of 758 feet, from poles X to C, 
with a service lateral of 168 feet, and 
imposed a surcharge against Dane 
based on the 258 feet of primary line 
installed between points X to A which 
originally carried only low secondary 
voltage. 

Mr. Adams testified that in his 
opinion this treatment of the situation 
was erroneous ; that the line extension 
was not the entire distance from the 
original transformer pole (X) to the 
Dane service pole. (C) but only the 
distance of 500 feet from the Sterling 
service pole (A) to the Dane service 
pole (C). If Mr. Adams is correct 
then the company should not have im- 
posed a surcharge against Mr. Dane, 
even if the rules in Case 13994 gov- 
erned the situation. The crux of Mr. 
Adams’ testimony is the statement : 

“In order for the company to supply 
Mr. Dane with adequate service they 
find it necessary to reinforce their dis- 
tribution system to the extent of ex- 
tending 258 feet of primary wire, and 
the company, because it extended this 
258 feet of primary wire, have made 
a charge to Mr. Dane on the basis 
of the entire cost of extending 758 
feet of line.” 

At one point Mr. Trerise, for the 
company, stated: “If it’s not a line 
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extension, then it’s a service extension 
should pay for the whole 
100 feet. You can't have it 
both ways at the time.” This, 


and the man 
thing over 
same 
of course, is not so. The only “‘service 
extension” (1.e., service connection, or 
involved in the case 
of Mr. Dane is the 168 feet from the 
last pole (C) to his barn and Mr. 
Trerise recognized this. Up to that 
was clearly 
involved and the only question is 


service lateral) 


point a “‘line extension” 


whether it was an extension not ex- 
ceeding 500 feet, for which the com- 
pany must pay, or exceeding 500 feet 
as to which a surcharge was applicable 
to the excess. 

Upon this question the company’s 
witness made two points: (1) that 
the 258 feet of secondary line from 
pole X to pole A was the service con- 
nection to Sterling’s and 
not part of its distribution system, and 
(2) that in any event the preéxisting 
service at pole A was not “appropriate 
to the service requested” by Mr. Dane, 
that to Mr. Dane 
commenced at pole X where the trans- 


residence, 


so the extension 
former was located. 
First: For the purpose of comput- 
ing the distance of the extension to 
Mr. Dane the computation should 
properly have been made from the last 
pole (A) near Sterling’s residence. 
By Mr. Trerise’s own testimony it ap- 
pears that this pole is the property of 
the company and was the last pole on 
the then existing line, and that the 
same pole is now in use to carry the 
extension to Mr. Dane. At another 
point he testified that: ‘The end of 
the extension to Harold Sterling is 
on his residence.’”’ However, he later 
took the position that the Sterling 
service connection was from the trans- 
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former pole X to the residence near 


pole A, and on this basis changed his 
testimony by stating that the end of 
the Sterling extension was at pole X. 
In this connection it should be noted 
that there was no testimony as to the 


location of Sterling’s property line, so 
that the nature 
A as a service connection cannot be 
ascertained fri 


of the line from X to 
m this record. 

[6] However, we do not consider 
this point of prime importance in the 
Originally, the 258 
feet of line may have been a service 
between the 
In any event, it was 
“overhead electric line of the cor- 


present situation. 


connection as company 
and Sterling. 
an 
poration” in the sense that it was op- 
erated the company to supply 
service toa consumer. As the saying 
goes: “The proof of the pudding is 
in the eating.” When the company 
extended the line to the Dane prop- 
erty no change of route took place; 
in effect the electric line of the com- 
pany was simply extended from the 
Sterling pole (A) to the Dane pole 
(C). 
determined by reference to the facts 
and not simply by the application of 
tariff definitions necessarily framed 
in more or less arbitrary terms. We 
hold that for the purposes of the Dane 
situation the pole A was the terminus 
of the company’s distribution line. 
Second: As to the contention that 
the service available at pole A was 
not “‘appropriate to the service re- 
quested” by Mr. Dane, we also find 
contention. 
The service available at pole A was 


by 


Reasonable practices must be 


contrary to the company’s 


of the identical character required by 
Mr. Dane and eventuaily supplied to 
him at his service entrance. As Mr. 
Adams testified, “It was of a type 
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which could be extended to Arthur 
Dane and give Arthur Dane adequate 
Arthur Dane’s requirements 
were so that it would 
not adversely affect the service ren- 
dered.” 
adequate service the company elected 
to install primary conductors from 
X to pole A. However, the mak- 
ing of these changes and additions to 
the company’s facilities was a part of 
its function and obligation as a pub- 
lic utility and is the concern of the 
company alone. As indicated by the 
testimony of Mr. Trerise previously 
referred to, where the company’s dis- 
tribution system in a highway is com- 
prised of low-voltage secondary con- 
ductors, a consumer within 100 feet 
must be supplied without charge, and 


service ii 


7 7 
small enough 


~ 


True, in order to provide 


pole 


if it is necessary to install high-voltage 
primary conductors for that purpose, 
this is at the company’s expense. The 
same result must be reached in the 
case of Mr. Dane. 

[7] In other words, in the applica- 
tion of the Commission’s rules govern- 
ing extensions it is immaterial whether 
the company must change or reinforce 
its distribution lines, or whether its 
low-voltage lines are already so loaded 
with that additional cus- 
tomers cannot be taken on without re- 
inforcement of the line or extension of 
the high-voltage line. It is the duty 
of the company to serve electricity 


customers 


within its franchise territory, and the 
fact that, for reasons of its own, its 
ities may be inadequate, 


’ mardenino artic 
wr burdening the particu- 


existing faci 
rs desiring service. 

T “ 1 hae .e . - 22 
However, we think there is serious 
l tne Commission s 
Case 13994 were applicable 
7 


situation at all, and 


we therefore defer the making of an 
order in respect thereto at this time, 
for reasons now to be stated. 


5. The company’s practice with re- 
lation to the Commission’s order of 
February 9, 1949, in Case 13824. 

The Dane extension was completed 
and service established on May 19, 
1949. However, this was not a new 
application. In Case 11593, on in- 
vestigation of the company’s practices 
instituted on June 22, 1944, it ap- 
peared that the company proposed to 
extend service to Mr. Dane upon a 
line extension which included Harold 
Sterling also. (See Power Bureau’s 
Field Report, Exhibit I, Order Folder, 
Case 11593.) 

In 1948 the Commission instituted 
another investigation into the refusals 
of the company to extend service to 
applicants (Case 13824). In that 
case, after extensive hearings the Com- 
mission made an order dated Febru- 
ary 9, 1949, by which the company 
was directed to construct the incom- 
pleted extensions located in its fran- 
chise territory and described in a 
schedule annexed to the order. Three 
groups of consumers were enumer- 
ated. Mr. Arthur Dane was in group 
No. 1 as to which construction was 
directed to be completed on or before 
July 1, 1949. 

Prior to that order and on January 
13, 1949, the Commission adopted the 
order in Case 13994, prescribing the 
general rules governing line exten- 
sions to be effective on March 1, 1949. 
Such rules provided: 

“6, Line extensions constructed un- 
der a plan in effect on the effective 
date hereof will continue to be subject 
to the provisions of that plan until 
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such time as they are no longer known 
as ‘Line Extensions.’ After five years 
the monthly minimum charge provid- 
ed by such plan shall cease.” 

On March 16, 1949, the company 


1° 


ication for rehearing in 


Case 324, in which it took the posi- 
tion that the line extensions directed 
by the order of February 9, 1949, 


should be governed by the new rules. 

On April 5, 1949, the Commission 
adopted an order denying such ap- 
plication for rehearing. The order 
was based upon a report of the hear- 
ing examiner which made the follow- 
ing recommendation : 

“Inasmuch as the Commission’s 
order of February 9, 1949, directed 
the Oswegatchie Light and Power 
Company to construct certain exten- 
sions for the purpose of serving a 
‘e number of customers who had 


larg 
waited several years for electric serv- 
ice, which service had been promised 
them by the Oswegatchie Light and 
Power Company and for which the 
company had twice filed a plan of con- 
struction in accordance with its tariffs 
which were in effect at the times of the 
filing of such plans and which were 
in effect at the time of the making of 
such order, I see no reason why a re- 
hearing should be held. 


[ am of the opinion that the secre- 


tary of the Commission should be in- 
structed to notify Oswegatchie Light 
and Power Company that the tariffs 


of that company which were in effect 
» time of the making of the Com- 
mission’s order of February 9, 1949, 
are the tariffs which will govern in the 
are the tariiis whicn will govern in tie 
construction of the extensions directed 
eae ; 


said order. 


I, therefore, recommend that the ap- 


plication for a rehearing be denied.” 
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The said order and memorandum 
were served upon the company by mail 
on April 12, 1949, with a letter of 
the secretary stating: 

‘As recommended in the report, the 
Commission has instructed me to noti- 
hie Light 
Company that the tariffs of the com- 


and Power 


pany which were in effect at the time 
of the making of the Commission’s 
order of February 9, 1949, are the 
tariffs which will govern in the con- 
struction of extensions directed by 
said order.” 

It, therefore, appears that when the 
Dane was completed on 
April 19, 1949, there was no reason 
for anyone concerned to believe that 
the Commission would construe the 
new rules as being applicable to the ex- 
tensions directed by that order. 

On June 2, 1949, the Commission, 
by informal and ex parte action, re- 
considered the question and directed 
its acting counsel to notify the com- 
pany of a ruling which was set forth 
in a letter to the company dated June 


4 


3, 1949, reading in part as follows: 

“The Commission arrived at the 
conclusion that in view of the word- 
ing of the tariff and the provisions of 
our line extension plan the tariff in ef- 
fect when physical construction was 
started would be applicable to such 
construction. This determination 
modifies the directions given to the 
company by our letter of last April.” 


extension 


[8] While this statement expresses 
the general rule, the facts in this case 
make a different rule applicable. At 
the time at which the company was 

additional 
h it | 


1 it had previously agreed 


ordered to construct the 
lines, 

construct in accordance with a plar 
to construct in accordance with a plan 


whic 


of construction filed by it in 1945, in 
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Case 11593, and which it had failed 
to construct, under applicable provi- 
i 500-foot rule 


° wee . 
sions of its tariff, the 


apply. The company now 


seeks to apply that rule to customers 
whom it had been previously ordered 
to serve. No principle of the law or 
of settled than that 
one cannot profit by his own wrong- 


equity is better 


doing. The construction in question 
should have been made by the company 
years ago. At the time that the re- 
spondent became chargeable with the 
performance of that duty, there was 
no 500-foot rule in existence. It there- 
fore follows, irrespective of the par- 
ticular merits in the Dane Case, that 
the company, having been under a 
duty to serve him (in fact ordered by 
the Commission so to do), at a time 
when its tariffs provided for service 
irrespective of the length of the ex- 
tension, must, in so far as regards all 
of the customers contained in the Com- 
mission’s order of February 9, 1949, 
furnish customers elec- 


such with 


without the collection of the 


which is permitted by the 


tricity, 
surcharge 
subsequently adopted 500-foot rule. 

It follows, that the 
spondent is under the obligation to 


therefore, re- 


furnish all customers set forth in the 
Commission's order of February 9, 
1949, with electric service without re- 
quiring any surcharge, and that, in all 
cases where such surcharge has been 
collected, the customer is entitled to a 
refund. 

For the foregoing reasons an order 
will be made vacating the suspension 
of the revisions to the paragraph on 
Service Connections in Provision 4 
of Fifth Revised Leaf No. 3 to Tariff 
P.S.C. No. 8, directed by the order 
adopted in the proceeding on Decem- 
ber 13, 1949, as extended by the order 
adopted on April 25, 1950, and au- 
thorizing the company to cancel, on 
one day’s notice to the public and 
this the supplement 
announcing suspension of the said 


Commission, 


tariff. 





FEDERAL POWER COMMISSION 


Re Tennessee Gas Transmission Company 
et al. 


Docket Nos. G-1248, G-1267, G-1277, G-1306, G-1290, G-1311 
June 23, 1950 


SEC? 


sever portion of an application for authority to 


OTION to 
M construct natural gas pipeline facilities; denied. 


Certificates of convenience and necessity, § 160 — Parties — 


plication for certificate. 


Motion to amend ap- 


1. A gas company which is not a party to a certificate proceeding is not a 
proper party to make a motion which, in effect, constitutes a proposal to 
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RE TENNESSEE GAS TRANSMISSION CO. 


amend another company’s application for authority to construct natural gas 

pipeline facilities, p. 184. 

Certificates of convenience and necessity, § 163 — Application for pipeline author- 
ity — Amendment of application. 

2. A proposal to sever a portion of an application for authority to construct 
pipeline facilities should be denied, since it is in effect an amendment to the 
application and the resulting proposed project differs substantially from 
the proposed project in support of which evidence has been submitted, 
p. LS4. 


(BuCcHANAN, Commissioner, dissents.) 


¥ 





By the Commission: On April 6, 
1950, Inland Gas Corporation (In- 
land), by its receiver, filed with the 
Commission a motion requesting that 
there be severed from the above con- 
solidated proceedings that portion of 
the application of Tennessee Gas 
Transmission Company (Tennessee) 
in Docket No. G—1248 which relates 
to the physical facilities west of Albany, 
New York, and that upon such sever- 
ance the Commission take necessary 
steps to expedite the issuance of a cer- 
tificate of public convenience and neces- 
sity covering such severed portion of 
the application. 

On May 4, 1950, 
Transmission Company filed a motion 


Tennessee Gas 
requesting the Commission to sever 
from the hearing now in progress the 
portion of the facilities applied for 
located west of Albany, New York, 
and to issue at this time a certificate 
of public convenience and necessity au- 
thorizing the construction and opera- 
tion of such facilities. 

Tennessee states, as grounds for its 
motion, that having submitted all its 
direct evidence in support of this ap- 
plication, it has -completed a prima 
facie case as regards service to cus- 
tomers west of Aibany. 

The application filed by Tennessee 
on August 2, 1949, in Docket No. 
G-—1248, as amended on February 3, 


1950, proposes to increase the designed 
delivery capacity from 1,060,000 thou- 
sand cubic feet per day to approximate- 
ly 1,310,000 thousand cubic feet per 
day, a total increase of 250,000 thou- 
sand 156,000 
thousand cubic feet of which is des- 
tined for the Northeastern Gas Trans- 
mission Company for service in the 


cubic feet per day, 


New England area. 

The application of Tennessee re- 
quests a certificate for the proposed fa- 
cilities in their entirety, and all exhibits 
and testimony offered by Tennessee in 
support of its application relate to the 
proposed project as a whole, including 
the proposed service of 156,000 thou- 
sand cubic feet per day to Northeastern 
Gas Transmission Company for serv- 
ice in New England. 

During the hearings in this proceed- 
ing, at transcript pages 738 to 741, 
counsel for Tennessee objected to any 
cross-examination of the applicant’s 
witnesses based on the assumption that 
service would not be made to North- 
eastern Gas Transmission Company. 
And the applicant’s witness testifying 
as to design stated that if deliveries 
were not made to Northeastern as pro- 
posed, the pipeline would have to be 
re-designed “from start to finish.”’ 

Hearings on the Northeastern ap- 
plication are now in progress. 
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The Commission finds: 

[1] (1) Inland’s motion, in effect, 
constitutes a proposal to amend the 
application in Docket No. G—1248, and 
Inland, the movant, is not the proper 
party to make such motion: 

[2] (2) The proposal to sever 
from the application in Docket No. 
G-1248 those facilities west of Albany, 
New York, is in effect an amendment 
to the application and the resulting pro- 
posed project differs substantially 
from the proposed project in support 
of which evidence has been submitted. 

(3) The applicant and its witnesses 
and exhibits submitted by it have 
treated the application in this docket 
as a single entity and no evidence has 
been submitted relating specifically to 


any part the proposed project as 
separate from the whole. 


(+) Good cause has not been 


shown severing that portion of 
the application in Docket No. G—1248 
relating to facilities west of Albany, 


New York. 

(5) The motion of Inland filed 
April 6, 1950, and the motion of Ten- 
nessee filed May 4, 1950, should be 
denied. 

The Commission orders: 

The motion of Inland Gas Corpora- 
tion filed April 6, 1950, and the mo- 
tion of Tennessee Gas Transmission 
Company filed May 4, 1950, be and 
they hereby are denied. 


Commissioner Buchanan dissenting. 





FEDERAL POWER COMMISSION 


Re Tennessee Gas Transmission 


Company et al. 


Opinion No. 201, Docket Nos. G-1248 et al. 
October 4, 1950 


PPLICATIONS by separate companies for authority to construct 
and operate natural gas pipeline facilities to serve portions 


of the New England area; applications denied. 


Certificates of convenience and necessity, § 121 — Natural gas pipeline facilities — 
Rival ap pli ations — Public need. 
Rival applications for authority to construct and operate natural gas pipeline 
facilities to serve certain designated distributing companies in New England 
were denied where, although there was public need for the service, the pro- 
posed operations would not provide adequate and satisfactory service at a 
reasonable ‘cost, where neither company sought authority to serve the entire 
area, where there would be needless duplication and overlapping of facilities, 
and where authorization of either project would render the other infeasible 
and thus deprive a part of the New England area of the needed service and 
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would place an unjust and unnecessary financial burden upon the gas con- 
sumers without assurance of satisfactory service. 


(BuCHANAN, Commissioner, dissents.) 


By the CoMMIssion: These con- 


solidated proceedings are upon appli- 
cations for certificates of public con- 
venience and necessity pursuant to § 7 
of the Natural Gas Act, 15 USCA § 
717 f. 

Tennessee Gas Transmission Com- 
pany (Tennessee) proposes to increase 
the total daily sales capacity of its 
system from 1,060,000 thousand 
cubic feet to 1,310,000 thousand cubic 
feet, and to extend its pipeline system 
from the presently authorized termi- 
nus near Buffalo, New York, to a 
point on the New York-Massachusetts 
state line, for the transportation and 
sale of natural gas to existing and to 
new customers, including Northeast- 


ern Gas Transmission Company 
(Northeastern ). 
Transcontinental Gas Pipe Line 


Corporation (Transcontinental) pro- 
poses to construct facilities in addition 
to those now authorized, for the pur- 
pose of supplying natural gas to 
Northeastern, with delivery to be 
made at a point on the New York- 
Connecticut state line. 

Northeastern proposes in its appli- 
cation to construct and operate a pipe- 
line system for the transportation and 
sale to certain designated manufac- 
tured gas distributing companies in 
specified areas in the New England 
states of the natural gas to be pur- 
chased by it from Tennessee and 
Transcontinental. 

Algonquin Gas Transmission Com- 
pany (Algonquin) proposes the con- 
struction and operation of a pipeline 
system extending from a point of in- 





185 


terconnection with the existing pipe- 
line of Transmission 
Corporation (Texas [astern) 
Lambertville, New Jersey, into Con- 
necticut, Massachusetts, and Rhode 
Island for the purpose of transporta- 
tion and sale of natural gas to certain 
designated distributing companies in 
that part of New England, and to one 
distributing company in New Jersey. 


Texas Eastern 


near 


Algonquin proposes to secure its 
entire supply of natural gas from 
Texas Eastern. The latter has ap- 
plied in Docket No. G—1012 for a 
certificate of public convenience and 
necessity authorizing the construction 
of pipeline facilities, including a new 
pipeline connecting with a proposed 
pipeline of United Gas Pipe Line Com- 
pany (United) near Kosciusko, Miss- 
issippi, for serving Algonquin and 
others. Texas Eastern proposes to 
augment its present supply of natural 
gas through purchases from United to 
enable it to meet its contractual obli- 
gation to Algonquin. United has 
filed an application in Docket No. G- 
1447 for a certificate authorizing the 
construction and operation of new and 
additional facilities, including the pro- 
posed pipeline terminating near Kos- 
ciusko, Mississippi. 

The record has been closed in these 
consolidated proceedings with the ex- 
ception of Docket No. G—1319, in 
which docket Algonquin has presented 
evidence as to all matters involved ex- 
cept its supply of natural gas. Counsel 
for Algonquin stated during the hear- 
ing that evidence as to that applicant’s 
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supply of gas would be presented in 
hearings upon applications of its pro- 
posed suppliers, Texas Eastern and 
United. Thereafter, an offer of proof 
was made during the consolidated 
hearings to present in Docket No. G- 
1319 the evidence of such suppliers, 
which offer was denied by the presid- 
ing examiner. No appeal to the Com- 
mission was taken from this ruling. 

Hearings upon the applications of 
Texas Eastern in Docket No, G—1012 
and of United in Docket No. G—1447 
had not commenced at the time hear- 
ings in these consolidated proceedings 
were concluded on August 5, 1950. 
Since that date hearings have been 
commenced in each of those matters. 

Pursuant to our order issued Au- 
gust 7, 1950, omitting the inter- 
mediate decision procedure herein, the 
entire record in all of these consolidat- 
ed proceedings is before us for con- 
sideration." That order provides, 
however, that the matters involved 
and issues presented in Docket No. G- 
1319 may be determined now only to 
the extent that Algonquin’s proposal 
is competitive with that of Northeast- 
ern. 

The ultimate disposition of all of 
the matters involved in these consoli- 
dated proceedings necessarily will de- 
pend upon what the Commission finds 
to be in the public interest, and par- 
ticularly with respect to the interests of 
the entire New England area. This 
also is true in a broad sense with re- 
spect to the pending application of 
Texas [Eastern and United. 

Upon consideration of the entire 
record before us, and as evidenced by 





1The record includes the proceedings at 
Docket Nos. G-1248, G-1290, G-1306 and 
G-1311, upon which action will be subsequent- 
ly taken. 


our order issued herein August 7, 
1950, omitting the intermediate de- 
cision procedure, we believe the public 
interest may best be served by issuing 
this opinion at this time stating our 
conclusions with respect to certain of 
the issues presented in the applications 
of Northeastern and Algonquin. 
Evidence of the public need and de- 
mand for natural gas service in the 
New Eneland area is clear and con- 
The testimony and exhibits 
substantially all of the 


vincing. 
offered by 
manufactured gas distributing com- 
panies in the area show that the cost 
of manufactured gas is very high, that 
large additional plant investment in 
gas manufacturing facilities and dis- 
tribution systems will be necessary if 
natural gas is not made available, and 
that with natural gas more extensive 
and adequate service will be available 
and the public generally will benefit 
from a much lower cost of service. 
Competing fuel interests, who are here 
opposing the introduction of natural 
gas into New England, offered evi- 
dence purporting to show that the de- 
mand for natural gas has been under- 
estimated by the local distributing 
companies. 

It is not necessary to review in de- 
tail the comprehensive evidence of rec- 
ord which conclusively demonstrates 
that the public convenience and neces- 
sity requires adequate natural gas 
service in the New [ngland area. 
This evidence is convincing, and none 
of the parties to these proceedings has 
requested any finding to the contrary. 

It is our conclusion based on the 
market evidence presented on_ behalf 
of the entire New England area that 
this public need should soon be ful- 
filled, but it is also clear from this rec- 
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ord that the issuance of a certificate 
Algon- 


quin as applied for in the pending ap- 


either to Northeastern or t 


plications will not provide adequate 
and satisfactory natural gas service to 
New England at a reasonable cost. 
Each of these applicants has requested 
a certificate authorizing it to serve 
only certain designated distributing 
companies. Neither has requested a 
certificate authorizing service to the 
entire area. 
needless duplication and overlapping 
of facilities in the projects as pro- 
posed. The record shows that the 
issuance of a certificate to either as ap- 
plied for will render the other appli- 
cant’s project infeasible, with the re- 
sult that a part of New England would 
be without the natural gas service for 
which there is such a public need and 
demand. 


There is extensive and 


The following distributing com- 
panies in New England would be with- 
out natural gas service if the North- 
eastern project as proposed should be 
authorized : 

Massachusetts — Cambridge Gas 
Light Company, Dedham and Hyde 
Park Gas Company, New Bedford 
Gas and Edison Light Company, I’ly- 
mouth Gas Light Company, Wor- 
cester Gas Light Company ( Worces- 
ter), Worcester Gas Light Company 
(Framingham), Milford Gas Light 
Company, Boston Consolidated Gas 
Company, Old Colony Gas Company. 

Rhode Island — Providence Gas 
Company, Newport Gas Light Com- 
pany. 

The Jersey Central Power and 
Light Company, Northern Division, 
also would not be served under these 
circumstances. 

If the Algonquin project as pro- 
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hould be authorized, the fol- 


posed sh 
lowing distributing companies in New 
England would be without natural gas 
service : 

Massachusetts—Pittsfield Coal Gas 
Company, Springfield Gas Light Com- 
pany, City of Holyoke Gas & Electric 
Department, Light 
Company, Taunton Gas Light Com- 


Brockton Gas 


pany, Fall River Gas Works Com- 
pany, Fitchburg Gas & Electric Com- 
pany, Lynn Gas & Electric Company, 
Lowell Gas Company, Haverhill Gas 
Light Company, Westfield Gas and 
Electric Light Department, Northern 
3erkshire Gas Company, Northamp- 
ton Gas Light Company, Wachusett 
Electric Company, Leominster Gas 
Light Company, Athol Gas and Elec- 
tric Company, Salem Gas Light Com- 
pany, Beverly Gas & Electric Com- 
pany, Gloucester Gas Light Company, 
Lawrence Gas and Electric Company, 
Haverhill Electric Company. 

Rhode Island — Blackstone Valley 
Gas & Electric Company. 

New Hampshire—Gas Service Inc. 
(Nashua), Manchester Gas Company, 
Concord Gas Company, Allied New 
Hampshire Gas Company, Gas Serv- 





ice, Inc. (Dover). 

Distributing companies in the state 
of Maine also would not be served un- 
der these circumstances. 

Based on estimated requirements, 
as shown by the record, the total peak- 
day demand for natural gas in the 
New England area in the fifth year 
will be 406,446 thousand cubic feet, 
and the annual requirements in the 
fifth year will be 89,633,164 thousand 
cubic feet. The total estimated peak- 
day demand in the fifth year of those 
companies who would be denied serv- 
ice if the Northeastern project should 
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be authorized as applied for is 122,- 
250 thousand cubic feet, and the an- 
nual demand under the same circum- 
stances is estimated to be 28,285,125 
These require- 
ments represent, in the fifth year, 
30.08 per cent of the estimated total 


thousand cubic feet. 


area peak-day requirements and 31.56 
per cent of the total area annual re- 
quirements. 

Those companies who would be de- 
nied service if the Als 


eal } aaal ee a on a a 
should be authorized as applied for 


1quin project 


have a total estimated peak-day de- 
mand in the fifth year of 142,629 
thousand cubic feet and an estimated 
annual demand in that year of 
30,857,875 thousand cubic feet. This 
represents 35.09 per cent of the total 
estimated peak-day requirements and 
34.42 per cent of the estimated annual 
demand, in the fifth year on an area 
basis. 

The record also shows that the two 
projects proposed by Northeastern 
and Algonquin would cost in excess of 
$60,000,000, and that adequate serv- 
ice by properly designed lines could be 
provided at a total cost of less than 
$50,000,000. It is clear from this 
record that to issue certificates to both 
applicants as applied for would place 
an unjust and unnecessary financial 
burden upon the gas consumers in 
New Eneland, with no assurance that 
service as proposed by both would 


thie hlic 
S public needa. 


fully meet 

[t is clear to us that these applicants 
in proposing to make natural gas avail- 
able to New England—a highly in- 
dustrialized area with extremely high 
fuel costs, and one of the few remain- 
ing areas in this country without nat- 
ural gas—have placed their own selfish 
interests, and the interests of those 


with whom they are associated, above 
the best interests of the public. 

We are concerned here with a pub- 
lic need and demand for natural gas 
service in New England generally— 
not in a portion of that area and not 
by a few selected distributing com- 


panies in that area. It is inconceiv- 
able that anyone desirous of promot- 
ing the public good should urge that 
we now authorize one engaged in a 


business afiected with the public in- 


terest to nick and choose whom it 
wishes to serve without proper regard 
for the public good. Nor should we 


authorize any applicant to render 
partial service when it is clear at the 
outset, as shown by this record, that 
its plans do not provide the full service 
to which the people of New England 
are entitled. 

With the exception of evidence re- 
lating to a supply of natural gas for 
Algonquin, the record before us is 
complete with respect to the applica- 
tions of Northeastern and Algonquin. 
Upon that evidence of record we find 
that the public convenience and neces- 
sity requires adequate and satisfactory 
natural gas service at a reasonable cost 
in the New [tngland area. Assuming, 
without deciding, that both North- 
eastern and Algonquin will have avail- 
able for sale and transportation in 
New England the volumes of natural 
gas each proposes to sell and transport 
as proposed in their respective appli- 


cations, we find that the service pro- 
posed by each in its application now 


before us does not meet this test of 
public convenience and necessity. 

We are making these findings now 
so that these applicants may present 
to the Commission without delay a 
proposal based upon evidence now of 
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record which will meet the public de- 
mand and need for natural gas in New 
England in the early future. It is our 
belief that such a proposal can be sub- 
mitted forthwith, and that, pursuant 
to the authority granted us by the 
Congress in the Natural Gas Act, we 
may take action as will make 
natural gas service available in New 
The 
pared to reopen the record for supple- 
mentary evidence if necessary. 


such 


England. Commission is pre- 


BUCHANAN, Commissioner, dis- 
senting: I cannot join with my col- 
leagues in the reasoning of their opin- 
ion issued in the above dockets. 

Apparently they believe that despite 
the months which have elapsed since 
the filing of the original applications 
in these proceedings, including the 
long drawn-out hearings, the contend- 
ing parties have not had sufficient time 
within which an accord can be reached 
between them for the-service to New 
England through one integrated sys- 
tem, and that therefore additional 
time should be given to them to reach 
such an accord. 

My colleagues, in reaching that de- 
cision, however, fail to point out to 
the contending parties what might be 
the Commission’s thinking as to how, 
in its opinion, this problem can be 
solved. They neither deny nor affirm 
the record as made; in effect they do 
nothing. This raises the question as 
to what is the next step in this Com- 
vacuum. Does 
an appeal lie from its opinion? What 
are the rights of the parties? Legally, 
the opinion represents a nonentity in 
administrative procedure. The Com- 


mission-constructed 
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mission leaves the matter in exactly 
the same condition as before their 
opinion issued, i.e., the football of the 
contending parties. Obviously a de- 
cision between those parties must be 
made sometime by the Commission 
and | can should be 
reached now. 


believe it and 


Basically, we are agreed that New 
Ingland has shown convincing need 
service, and we 


for natural are 


1 


eas 


agreed that one integrated system is 
the ideal way that the natural gas serv- 


ice should be rendered to the con- 
sumers. 

I go back to the fundamental propo- 
sition that New England is entitled 
to natural gas at the earliest possible 
date. If the contending parties here- 
tofore have not been able to get to- 
gether to work out some cooperative 
plan so that such service can be ren- 
dered at the earliest possible date, 
then I believe it to be the duty of the 
Commission to cut the Gordian knot 
and act upon the record that is already 
made even though that result may not 
achieve the ideal of all of us. 

This record, including testimony of 
the technical staff of the Commission, 
will support, under Commission stand- 
ards, a certificate of public convenience 
and necessity to issue to Tennessee 
Gas 
No. G—1290, New 
ural 


Transmission Com Docket 
York 
Gas Corporation, Docket No. 
G—1306, Mohawk Power 
Corporation, No. G-1311, 
Transcontinental Gas Pipe Line Cor- 
poration, Docket No. G-1277,* North- 
eastern Gas Transmission Company, 
Docket No. G-—1267, for the service 
they seek to render under their applica- 


Niagara 


Docket 





1 Transcontinental sought authority to de- 
liver 100,000 thousand cubic feet per day to 
Northeastern. 


The record shows that 78,347 


189 


thousand cubic feet remains unallocated from 
Transcontinental’s authorized capacity. 
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tions. I believe these certificates should 
issue forthwith and simultaneously the 
Algonquin application should be dis- 
missed. The result would be, in addi- 
tion to the service in the New York 
area, a gas supply for a part of New 
England in the spring of 1951, with 
the great possibility that all of the 

‘ew England area would begin to re- 
ceive the benefits of natural gas before 
the end of 1951. 

It has been estimated that there will 
be a savings of $17,000,000 in the 
first year to the distributing companies 
if all of New England was to be served 
by natural gas. Proportionate reduc- 
tions to the ultimate consumers should 
follow in due course. I believe this 
objective alone is sufficient to offset 
the claimed greater benefits which 
might result from further delay and 
continued deliberations between the 
warring factions. I am of the firm 
opinion that the benefits could not be 
as great under the majority approach 
as under mine. There is nothing 
prospective or left to chance in my 
suggestion; it is immediate. In other 
words, in my opinion, positive ad- 
ministrative action is necessary at this 
time rather than a negative approach 
to a difficult problem. 

To be sure, as we all agree, a por- 
tion of New England might not bene- 
fit immediately from the action which 
I recommend, but experience is con- 
vincing that no service area has ever 
been developed completely until after 
the initial introduction of natural gas 
into that area. Certification now of 
the Northeastern and related applica- 
tions would be that initial step. It is 
not only feasible and possible, but ob- 
vious that other applications, includ- 
ing one from Northeastern, if author- 


ized to serve the part of New England 
for which it applied, would immediate- 
ly be made to serve the remaining seg- 
ment of New [england which Algon- 
quin had proposed to serve. 

I go on the assumption, and it is 
elementary, that the natural gas com- 
panies are in business to sell natural 
gas and not to hold it in the gas fields 
in Texas. The prospects of such addi- 
tional service are highly possible 
through the gas supply which may be 
available from Algonquin’s supplier, 
Texas [Eastern Transmission Com- 
pany, at the conclusion of the hear- 
ings now going on, which additional 
supply can be delivered by Northeast- 
ern and others equally as well as by 
Algonquin. 

In certificating Northeastern to 
render the service in the New England 
area the certificate should be condi- 
tioned properly as to engineering, 
financing, and gas supply to assure an 
efficient and proper service to the New 
England area. The conditions, if 
wisely applied, would tend to remove 
as much as possible the animosity and 
discord which have been apparent 
throughout these proceedings. Per- 
sonalities have no place here. Above 
all, the position which I take should 
be recognized only as a certification 
of the one medium that can get an 
adequate supply of gas to a large por- 
tion of New England at an earlier 
date than any other applicant and 
with the possibility, in fact a probabil- 
ity, that the entire area would receive 
equal benefits, if desired, within the 
same year. 

The trouble in New England has 
been the struggle for management and 
control of the New England servicing 
company. In my opinion, the public 
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HAYNES v. TRAHAN 


convenience and necessity now re-_ gle in the public interest by Commis- 


quires the termination of that strug- sion action based on the record 





LOUISIANA PUBLIC SERVICE COMMISSION 


Samuel B. Haynes, Doing Business 
As Haynes Motor Lines 


Vv 


Rufus P. Trahan 


No. 5524, Order No. 5451 
September 6, 1950 


ROCEEDING by lessor of motor carrier certificate against lessee 
for cancellation of lease agreement ; dismissed. 


Certificates of convenience and necessity, § 23 — Commission jurisdiction — Lease 
of certificate. 

It is not within the province of the Commission to adjudicate a dispute 

between two parties to an agreement under which one party leased to the 

other his motor carrier operating license, since as long as the lessee continues 

to operate in accordance with the terms of the certificate, the Commission will 

not interfere but will leave the parties to seek their remedies in the courts. 


¥ 


This is a mission in 


regular session held at 
Baton Rouge on August 23, 1950. 


By the ComMIssIon: 
proceeding by Samuel B. Haynes, do- 
ing business as Haynes Motor Lines, The allegations of the complainant 
of Baton Rouge, against Rufus P. 1949, 
Trahan, 218 Rocheblave street, New entered into an agree- 
Orleans, withdrawal by 


} 
1 


are, briefly, that on October 7, 


complainant 


requesting ment with defendant under which 


the Commission of its approval of a 
certain lease by Haynes to Trahan of 
motor carrier operating rights under 
Haynes’ Certificate No. 341—-A, and 
the revocation by the Commission of a 
certain certificate issued to Trahan in 
recognition of that lease. 

The matter was heard by the Com- 
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complainant leased to defendant motor 
carrier freight operating rights “‘be- 
tween New Orleans and Baton Rouge, 
Louisiana, over and along Louisiana 
State Highway No. 1 (known as the 
River road), including all intermedi- 
This 
lease was approved by the Commis- 
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ate points on said highway.” 





LOUISIANA PUBLIC SERVICE COMMISSION 


sion and a temporary certificate issued 
I » 


Trahan in recogni- 
limited in its 


defendant 
the 


to the 


tion of lease and 


duration to the term of the lease. One 
of the principal considerations for the 
leasing of complainant’s rights to de- 


fendant was, the complainant alleges, 
an agreement by defendant that he 
would act as complainant’s pickup and 
delivery agent in the city of New Or- 
leans during the term of the lease. 
Complainant avers that the defendant 
Trahan has breached this agreement 
by ceasing to act as complainant’s 
pickup agent in New Orleans, and 
this action is based upon defendant’s 
alleged breach of contract. 

The defendant’s position is that he 
is continuing to operate under the cer- 
tificate issued by the Commission in 
recognition of the lease, and that as 
to his alleged breach of contract, that 
is a matter which must be settled be- 
tween him and complainant either in- 
formally or through the courts, and 
not before the Commission. 

In the judgment of the Commis- 
sion, had the defendant Trahan dis- 
continued his operation over the Old 


River road under the certificate issued 


to him, that would constitute grounds 
for the certificate’s revocation by the 
Commission. But so long as the de- 
fendant Trahan is the legal lessee, and 
meets his obligations under the certifi- 
cate issued to him, he is entitled to 
operate under the certificate for the 
duration of the lease. 

Of course if the lease should be 
broken prior to its expiration date, 
either by agreement of the parties or 
by order of a court of competent juris- 
diction, a different situation would be 
presented, and the Commission could 
—and undoubtedly would—move to 
revoke the temporary certificate issued 
to the defendant Trahan based on the 
lease. 

But it is not within the province of 
the Commission to adjudicate the dis- 
pute between the two parties to the 
agreement, and if there has been a 
breach of contract, the recourse of the 
injured party is to the courts. 

For the reasons stated, this proceed- 
ing is 


Ordered dismissed. 
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‘Two-way Radio Aids 
Repair Crews 
"Tv way mobile radio played a major role 


in repairing extensive ag line damage 
throughout central New York caused by a 
recent wind and rain storm, f vs which 
gusts of more than 90 miles per hour were 
recorded 

Thousands of toppled trees and power line 
poles cut off electricity to more than 100,000 
customers of the Niagara Mohawk Power 
Corporation’s central division. 

Repair crews of the Niagara Mohawk. 
working around the clock, were aided gre eat- 
ly by two-way radio. Many of the company’s 
vehicles are equipped with General Electric 
mobile radios. 

In constant contact with their crews, super- 
visors were able to keep repair trucks on the 
move from one emergency point to another 

itha minimum of lost time 


Kuljian Corp. Gets India 


Contract 
Sp 
phia, 


KULJIAN Corporation, of Philadel- 
recently announced that the govern- 
ment of India has awarded it a contract to 
design, engineer, and construct the first large 
electric power plant in the Far East. 
Involving a $35,000,000 installation § at 
Bokaro, a_ high-pressure steam generating 
plant will be erected in the Damodar Valley 
area, where initial steps are being taken to 
develop a project similar to the Tennessee 


Valley Authority in the United States. 

The new project will provide light and 
power for a large territory in the heart of 
India. The entire project, of which the Bokaro 


unit is a part, will consist of eight dams and 
will provide irrigation and flood control as 
well as power. The plant site is about 200 
miles northwest of Calcutta. 


Standardized Allis-Chalmers 
Steam Turbine Units 
A Steam 


16-page bulletin, 
Turbine Units,” 
released by Allis-Chalmers. 

The bulletin covers the six sizes of stand- 
ardized units—11,500, 15,000, 20,000, 30,000, 
40,000, and 60,000 kw—and the recommended 
90,000-kw turbine. It includes photos and 
cross section drawings of most of the units. 

Features and accessories to be furnished 
with the standardized turbine are listed along 
with bills of material for the hydrogen-cooled 


“Standardized 
has been re- 


NEW 


Industrial Progress 


‘ A digest of information on new construction by pri 

similar information relating 

med utilities, 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel 


news concerning prod- 





The 


standardized units is also 


and the air-cooled generators. excita 
tion system of the 
described. 


Copies of the O3B6801 A, are 


bulletin, No. 

available upon request from Allis-Chalmers 
Manufacturing Company, 965 S. 70th street, 
Milwaukee, Wisconsin. 


New England Electric Opens 


New Hydroelectric Plant 
N™ ENGLAND ELectric SysTem’s new 
4‘ $16,000,000 hydroelectric plant on the 
Connecticut river at Wilder, Vermont, was 


placed in full operation recently. 
The plant, the system’s fourth largest hydro 


station, contains two 16,500 kilowatt gen- 
erators. A 2,100-foot concrete dam spans the 
river between Wilder and Lebanon, N. H. It 


will create a pond 41 miles long with a drain 
age area of 3,375 square miles. 
Transformers and switch yards provide 
connections with Granite State Electric Com- 
pany, Green Mountain Power Corporation, 
Central Vermont Public Service Corporation 
and the transmission network of New England 


Electric System 


1or 


New Low-cost Electric Operator 
For Garage Doors 
A NEW, simplified type of automatic door 
4 operator now enables the average home 
owner to enjoy all the advantages of garage 
doors that open or close at the touch of a 
pushbutton on the dashboard of the car, ac- 
cording to a recent announcement by The Kin- 
near Manufacturing Company of Columbus, 
Ohio 
The device, said to fit any Kinnear Rol- 
Top Door and many other similar doors, is 
operated by a simple electric-magnetic control 
\ small electric motor raises and lowers the 
door from inside the garage, by cable and 
pulley. A magnetic actuating unit placed in 
the driveway is energized by pressing a con- 
trol button mounted on the dashboard of the 
(Continued on page 34) 
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METER SEALING TO 


Sturdy steel construction, pow- 
erful leverage, wire snips. 
Weighs ? ozs. Complete 
with flat lettered dies $6 
Slotted or recessed dies, 75¢ 
additional. Order direct. 


A. C. GIBSON CO., INC ou 29.28% 5%: y. 













Mention the FortnicHt.ty—It identifies your inquiry 


33 


DEC, 21, 1950 





34 


INDUSTRIAL PROGRESS—( Continued) 





Dec 





car, which operates through a small magnetic 
unit usually hidden beneath the splash pan in 
front of the car. Additional pushbutton con- 
trols can also be placed in the garage or house, 
and a key operated switch can be located out- 
side the garage. 

\ feature of the device is that it automati- 
cally turns on garage lights as the door is 
opened, and turns them off again when the 
loor is closed, 

\ further advantage cited is that the ac- 
tuating mechanism in the driveway operates 
the electric motor through low-voltage “door- 
hell” wiring, which is not only safe under all 
conditions but simplifies and reduces the cost 
f installation, 

For complete information, write to the Kin- 
near Manufacturing Company, Columbus 16, 
Ohio 


New Home Lighting Program 
Released by EET 
A NEW program on planned home lighting, 
4 for use by electric light and power com- 
panies, manufacturers and other groups in- 
terested in home lighting promotion, has been 
released by the Edison Electric Institute and 
Better Light Better Sight Bureau. 

This is the fourth in a series of five com- 
plete new planned lighting promotional pro- 
erams for in the homes, store, school, 
office, and factory lighting markets. Three 
years’ experience in promotion of planned 


use 


lighting and use of the original program by 
more than 100 electric companies have con- 
tributed to the new promotional pieces in- 
cluded in this campaign. 

This new program is now being distributed 
to the industry. For information and prices, 
write Commercial Department, Edison Elec- 
tric Institute, 420 Lexington avenue, New 
York 17, New York. 


Lewis-Shepard Floormaster 
lrucks Described 
T= most recent brochure in a series of up 
to date literature being issued by Lewis- 
Shepard Products, Inc., bulletin No. 29 
covering Floormaster trucks. 

This new 16-page bulletin illustrates and 
describes the standard line of 2 wheel and 4 
wheel trucks as well as trucks that vary only 
slightly from standard to those that are com- 
pletely special. 

A copy of the bulletin can be obtained from 


Lewis-Shepard Products, Inc., 257 Walnut 
street, Watertown, Massachusetts. 


Safety Belt Bulletin Published 
T= complete line of M.S.A, safety belts 

is described in a new 4-page bulletin just 
published by Mine Safety Appliances Com- 


pany. 


The 


1S 








is de- 


bulletin divided into sections 
(Continued on page 36) 








Our specialized service to utility companies is to 


character and integrity of the client. 


We are available 24 hours a 


day, 7 days a week ... because 


we know that our ultimate test SINCE 


is achieving the highest stand- 5 EE}; 


ards of quality within the limits 
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of your deadline. 
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printing in one unit... from design and specification of format through printing, binding 
and mailing ... always with a keen appreciation of the type of work that represents the 
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SERVICE 
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International L-120 (GVW 5,400 pounds) with a new service body 
Body features include: built-in trays and weather-tight compartments; 
doors with slam-action catches and cylinder locks all keyed alike; and 
extra-safe rolled edges on shelves and partitions. 


Even when service work keeps your 
men working at top speed, you can 
count on light-duty International 
Trucks to lessen the strain. 


You can count on the $11,000,000 
ve've-in-head Silver Diamond en- 
gine to deliver more power for faster 
trips to and from jobs. You can count 
on Super-steering and Super-maneu- 
verability for new ease of handling, 
faster threading through traffic, and 
quicker turns in the shortest practi- 
cal circles. Most important... 


You can count on heavy-duty engi- 
neered. stamina. Heavy-duty engi- 
neered stamina means day-in-and- 
day-out dependability, no matter 
how tough the going might be. 


You get extra strength in every 
part of every light-duty Interna- 
tional. This assures you the savings 
in operation and maintenance and 
the long life that have kept Interna- 


Meavy Duty Engineered 





This light-duty International helps 
take the tension out of high-tension work 


tionals first in heavy-duty truck sales 
for 18 straight years. 


And every service man can count 
on more comfort. A service man rides 
from job to job in almost as much 
comfort as he rides to work. 


He sits in the Comfo-Vision Cab 

“roomiest cab on the road.” He 
gets full front visibility through a 
one-piece, curved Sweepsight wind- 
shield. He enjoys more positive con- 
trol from a more comfortable driv- 
ing position. 
See your nearest International 
Truck Dealer or Branch. You serve 
your customers better with a truck 
that serves you better. It'll pay you 
to get all the facts now. 


International Harvester Builds 
McCormick Farm Equipment and od 
Farmall Tractors... Motor Trucks 


Industrial Power...Refrigerators and Freezers 


y 


f\ 
TWIERNATIONAL 
age 





INTERNATIONAL TRUCKS 


INTERNATIONAL HARVESTER COMPANY | CHICAGO 
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scribing body type belts, harness type belts, 
bridge and structural steel workers’ belts, 
linemen’s belts, petroleum workers’ belts and 
miscellaneous safety belts. In addition, acces- 
sory equipment such as_ steel tail lines, 
lanyards, snaps, and bos’n board are described 
and illustrated. 

Copies of bulletin No. CF-26 may be ob- 
tained by writing to Mine Safety Appliances 
Company, Braddock, Thomas and Meade 
streets, Pittsburgh 8, Pennsylvania. 


New ‘Transformer Bulletin 
Features Safety and Economy 


Gon ry in avoiding explosion and fire haz- 
J ards and economy of installation and main- 
tenance are the key notes of bulletin No. 
50-FC on Air Cooled Distribution Transform- 
ers now being distributed by Marcus Trans- 
former Company, Inc., 32-34 Montgomery 
street, Hillside 5, New Jersey, pioneers in the 
dry type transformer field 

The four-page bulletin in two colors illus- 
trates and describes the 1000 KVA, type F, 
unit subst: ition showing a cut-away picture of 
. transformer section. It also shows the various 
types of Marcus air cooled power center and 
packaged power” units. Included are details 
about the Marcus line of lighting transform- 
ers, single and three phase types. 


GE Offers Motor-Generator 
Booklet 


A new eight-page, two-color booklet on syn- 
4 4% chronous motor-generator sets has been 
announced as available from the General Elec- 
tric Company, Schenectady 5, N. Y 

Designated as GEA-5506, the publication 
covers motor-generator sets from 30 to 8,000 
kw as a source of d-c power for many indus- 
trial applications, such as rolling mill motors 
and other drives, electrolytic refining of ores, 
excitation for synchronous and d-c motors and 
generators, motion picture lighting, mining 
and quarrying, wind tunnels and other large 
testing equipment, and general purpose use. 

Well illustrated, the booklet shows four 
typical installations and describes the con- 
struction features of the synchronous motors 
and d-c generators. Motor ratings include 60, 
50, and 25 cycles, 0.8 pf, 220 to 13,200 volts. 
Generators, both shunt and compound wound, 
are rated 125, 250, and 600 volts. 


Calapco Dedicates 
$16,000,000 Plant 


TT CENTRAL ARIZONA LIGHT AND POWER 
ComMPANy’s $16,000,000 kilowatt factory 
was officially dedicated recently at ceremonies 
at the plant west of Phoenix. 

The hub of Arizona’s electric distribution 
system, the Calapco power plant has a generat- 
ing capacity of 150,000 kilowatts. This is con- 
trasted with the 15,000 kw capacity of the 
original plant, which was built in 1930 as a 
standby generating station. 


Calapco’s system-wide postwar expansion 
program is nearing a cost of $40,000,000. 
More than $13,000,000 of this has been spent 
to expand and make the utility’s power plant 
one of the southwest’s most modern electric 
generating stations. Since 1945, the plant’s 
generating capacity has been increased by 
more than 350 per cent. 

In addition to its own generating facilities, 
other available electric resources make it pos- 
sible for Calapco to take care of 200,000 kilo- 
watts of electric load, according to Geo. H. 
Groh, Calapco vice president in charge of 
operations, 

At the present, more than 50,000 kilowatts 
of this power are available to meet expanding 
civilian and defense needs of central Arizona. 


Cochrane Acquires Pottstown 
Metal Products Co. 


(eee Corporation, Philadelphia, man- 
ufacturers of water conditioning equip- 
ment and steam power plant specialties, an- 
nounces the acquisition of Pottstown Metal 
Products Company, Pottstown, Pennsylvania, 
which will be operated as an independent sub- 
sidiary of the Cochrane Corporation. 

Organized in 1927, Pottstown Metal Prod- 
ucts Company ha: been one of Cochrane’s 
principal sources tor steel heater, softener 
and filter shells and for numerous weldments. 
Many other firms have been customers of 
Pottstown Metal Products in the past and it 
is planned to develop that phase of the busi- 
ness and to widen the scope of the company’s 
activities. 

T. E. McBride, president of the Cochrane 
Corporation, becomes president and treasurer 
of Pottstown Metal Products, V. A. Rohlin 
is vice president, Raymond A, Piersol is vice 
president and general manager, and George 
Mease is plant superintendent. 


Tests of I-H Crawlers Exceed 
Advertised Horsepower 


Ta late model International crawler 
tractors recently tested were given maxi- 
mum drawbar horsepower ratings considerably 
higher than those previously advertised by 
International Harvester Company. 

The TD-24, International’s huge 19-ton 
crawler, obtained a maximum drawbar horse- 
power rating of 148.43. This tractor, adver- 
tised by the company as the “world’s most 
powerful,” was previously rated at 140 draw- 
bar horsepower. The second largest crawler 
in the company’s line, the TD-18A, achieved 
a maximum drawbar horsepower rating of 
89.29, as compared to the previously adver- 
tised 87 drawbar horsepower rating. The third 
model, International’s popular TD-14A, ex- 
ceeded its former rating of 60.5 horsepower 
with a new maximum rating of 65.9 drawbar 
horsepower. The maximum ratings are cor- 
rected to standard sea-level operating condi- 
tions of 29.92 inches of mercury and 60°F 
air temperature. 
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There is no need for “cutting 
and trying” on the job to 
make a prefabricated piping 
sub-assembly fit perfectly. Prefabricated miles 
away to exact dimensions and specifications these 
pieces of piping are links in piping systems which 
may carry steam up to 2500 p.s.i. and 1050°F. 

Grinnell integrates the many factors in this 
complex, highly technical assignment in one 
economies 


organization of specialists. Major 
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“Puzzle for experts 


result from this single responsibility which in- 
cludes interpretative engineering, metallurgical 
research, compliance with code requirements, 
manufacturing drawings and specifications, pro- 
duction schedules, purchase of materials, special- 
ized facilities, skilled personnel, control of quality 
and rigid inspection. 

You'll find it to your own best interests to draw 
upon Grinnell’s century-long, specialized experi- 
ence in power, process and industrial piping. 





GRINNELL 


Grinnell Company, Inc., Providence, R. |. Branches: Atlanta * Billings * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beach 
los Angeles * Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Pocatello * Sacramento * St. Lovis * St. Paul * San Francisco * Seattle * Spokane 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA me, 
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Public Utilities Tortnightly Extends to 
Its Many Patrons and keaders 
Cordial Goad Wishes for 
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PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 

















































































industries, their regulation and allied topics. 
PUBLIC UTILITIES PUBLIC UTILITIES 
REPORTS Fortnightly 
The national reporting service, A magazine of current opinion 
containing authentic decisions and news, conducted as an 
of commissions and. courts , open forum and containing 
a dealing with the problems of discussions of firing-line prob- 

Annval Subscription utility regulation. Five vol lems; also summaries, anoly- $15 
Price umes a year—$7.50 each. ses and explanations of day- Twenty-Six 
$43.50 Annual Index—$6. to-day developments. Issues a Year 

P.U.R. P.U.R. EXECUTIVE 
Cumulative Information 
DIGEST Service 
The only complete and outhorite- A Weekly Letter from the Na- 
tive encyclopedia of Public Service tion's Capital, highlighting im- 
$230 law and Regulation. A life-time portant happenings, trends and 
Digest,; kept up-to-date by annval policies. Reading time: 20 $12.50 
supplements. minutes. Quarterly 
FEDERAL UTILITY REGULATION ANNOTATED 
SEC Current Services FPC 
A brief and pointed digest of A brief and pointed digest of 
the administrative rulings of the the administrative rulings of 
Securities and Exchange Com- the Federt! Power Commission 
mission under the Public Utility under the Federal Power Act 
Holding Company Act. Issved and the Notural Gas Act. Is- be 
$25 Qvorterly twice each month. sved once each month. $36 Annvally 
FEDERAL UTILITY REGULATION ANNOTATED 
VOL. 1 (SEC) VOL. 2 (FPC) 
A complete annotation of the A complete annotation of the 
Public Utility Holding Company Federal Power Act and the Na- 
Act, with the Commission's rules tural Gas Act, with the Com- 
and regulations, full index and mission's rules and regulations, 
periodical upkeep supplements. full index and periodical up- 
Price: $12 keep supplements. Prices $15.50 
Ten brief questions on up-to-date 
P.U.R. problems, answered by the commis- 
Question Sheets sions and courts. An easy way for a 
busy man to keep informed on current 
Twenty-Six Issues Annually $10 utility regulation. 
Send for our catalogue describing these and other publications 
PUBLIC UTILITIES REPORTS, inc. 
MUNSEY BUILDING PUBLISHERS WASHINGTON 4, D. C. "’ 








50 December 21, 1950 


Public Utili 


ties Fortnightly 





It is faster to 


than to 


PILE IT UP 


LittLe blocks, say 2°x4"x8" don’t pile wp very fast 


We hang walls up in sizable panels. 


y And that is an easy way to understand why 
— Robertson's rea] product is time 
We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 
0 We make time, now, when time is the essence. 
— FARMERS BANK 


Hane A WALL 


* 


What we really make is Time 
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Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 


all vital things today: speed. 


We save days and weeks in finishing a build. 
ing for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


BUILDING, 


PITTSBURGH, PA. 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





> | 
Ture American Aprpraisat Company 
ORIGINAL COS1 STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities — 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO — 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 

















$7 Ford, Bacon & Davis 
PED) ssavoms Engineers coysrveron 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 





ee ee nn 





GIBBS & HILL nec. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK LOS ANGELES 
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GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Reading © New York © Houston Personnel Relations 
Inspections and Surveys Original Cost Accounting 


Feed Water Treatment Philadelphia @© Washington Accident Prevention 








—— HENKELS & McCOY —— 








Electric & Telephone Line Construction Company 


TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WATS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 

CONSTRUCTION MAINTBNANOB TRE® TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. ¢ Portland, Me. * Altoona, Pa. GAS AND OIL LINER 














NOW WORKING IN FOURTEEN STATES 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE . COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
PORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








TeX ulji ian caged 


ENGINEERS? CONSTRUCTOR S 


3200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 


SPECIALISTS IN UTILITY, CHEMICAL, AND INDUSTRIAL FIELDS 
Washington, D.C. « St. Petersburg, Fla. * Rome * Calcutta * Caracas 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
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today. Such advances in coal recovery and preparation are 
indicative of the great mines producing 
Southern’s modern industrial coals. 


sistas this slow, antiquated coal digger of 1870 
to the fast, high-powered mechanical loading shovel of 









sourmeews (yal Teohnalhy 


logical basis for lower steam costs 


tech-nol’ o-gy — Industrial science ; 


applied 


science contrasted with pure science. 


Mr. Webster's definition describes concisely the 
mission of Southern’s coal engineers. Like the 
modern mining technology employed to pro- 
duce our precision-sized, washed industrial 
coals, Southern’s engineers make practical appli- 
cation of the right coal for specific types of 
burning equipment. 

Here is Southern’s factual approach to more 
economical coal utilization: Our engineers 
1 Make complete plant surveys; 2 Recommend 
coal best suited for burning equipment; 3 Con- 
duct actual burning tests; 4 Chart final results. 


Similar to the experience of an ever increas- 
ing number of plants, you also can find the real 
answer to lower costs through Southern’s Coal 
Technology. Call, wire or write our nearest 
othice today! 


SERVICE FROM AMERICA’S LEADING COAL FIELDS 


Southern offers industrial buyers a wide variety 
of premium coals from the coal fields of West- 
ern Kentucky, West Virginia, Virginia, Eastern 
Kentucky, Illinois, Alabama, Arkansas, and 
Oklahoma. One is right for your plant! 


. A TESTED COAL TO MEET EVERY INDUSTRIAL REQUIREMENT 
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General Office: 333 North Michigan Avenue, Chicago 1, 

Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, a 
KNOXVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
Sinclair Coal Company, Kansas City 6, Ma.—Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal—Canadian Representative 











e Ever install a new film cutout 


and find it shorted when the current went on? 


You probably have, if you operate series 


street-lighting circuits. And if 
your experience is like most, 
the short in that 3'2¢ cutout cost 


you many dollars to correct. 


Now General Electric has developed, and in- 
stalled in its production line, an automatic tester 
which actually tests ‘each film cutout for shorts 
and insulation values—individually— before it is 
packaged. 

Starting with cutouts that are known for the 
accuracy of breakdown, that are obtainable in 
the right rating for the right lamp, and that are 
designed to operate under high temperature and 


GENERAL (36) ELECTRIC 


individually 
tested 


TO SAVE 
YOU MONEY 


pressure conditions, G.E. has produced even a 
better film cutout without any increase in price. 


Individually tested film cutouts are another 
example of General Electric’s policy —making 
the best, first. Next time you order cutouts, 
specify General Electric and save yourself time 
and money. Apparatus Department, General 
Electric Company, Schenectady 5, N. Y. 
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